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NATTONAL PETROLIUM COUNCIL

Room 5164
South Interior Building
Washlington, D, C.

9 May, 1951

The Council was called %o order at 1:30 p,M., by

My, Walter S, Hallanan, Cheirman {presiding).
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CHATRVMAN HALJANAN: The Council will be in order.

The secretary will call the rqll;

MR, JAMES BROWHN: If there ls an alternste here in
place of =« member, will the alternate rige and give his name fov
the record?

(Thé roll was called, )

CHATRMAN HALIANAN: T have the impwéssioﬁ from the wil
call that thig ig the largest atbtendance of the members of
the Council that we have ever had, I think the responsgs Lo
this meeting is most gratifylng and I want to extend my
congratulatiqna torthe ﬁembers upon their attendance abv thig
meeting.

You received coples ofrthe minuteg of the lasﬁ meéting
of the Councll held January 30, 1951, What is your pleasure?

{It was moved and seconded that the minutes be approved,
The motion was carried unanimoﬁsly,)

CHATRMAN HATLIANAN: The report of the SserétaryaTreasurer,

REPORT OF SECRETARY;TREﬁSURER;‘

MR, JAMES BROWN:; The total receipts from contribubions
have been ¥88,620. Tnere are other items of %275,

The total disbursements for the flrgt four montha,
39,318,

We had net receipts over digbursements of $53,577; adding

the beginning balence it leaves in the gesneral fund at the




hay

yregent time to sarey out the bhalance of the yoer $56,204.,32,

We are melntalning a reserve fund at the moment of
$60,035,

CHAIRMAN HALIAWAN: Are thore any queshiong or remarks
in éonnectioﬁ with the report?

If not, the report will be recelved and filed,

The Chair at this time deslires Lo recognize Mfa
Jacohsen to present the report of the fLgenda Commitites,

REPORT OF AGENDA CONMITTER

MR, JACOBSEN: Several roquests were received yssterday
for consideration by the Counecil of gubjecis submitted to
vs by Mr, Stewarﬁ; Acting Director of the Oil and Gas Com-
migsion, Thoy are the following, and I give you the Agends
Committee report with it.

Under date of May 8, 1951, Mr, H, A. Stewart, Acting
Direetor of the 0il and Gas Divigion of ths Department of
the Interibr, sddressed a letter to Mr, Walter S, Hallanan,
Chalrman of the Naﬁional Petroleun Couneil, requeéting that
the Council make a study of the feaslbllity of underground
storage for petrolsum productsf

'4Dear Mr, Hallanan:

"It would be of materlal egsistance tO governmens .
to have an authoritative study 6n the feaslbility of

the use of underground storage for petroleum poducts,

including liquefiad petroleum gas, Such storage would




raduce the steel requirements of the industry, would
make avallable o the indugtry additionalAgtorage
capaclity durling ﬁhis periud of materiais.shortagesg
and would_be-less vulnerable to enemy attack,

"It 13, therefore, fequested that the National
Potroleum Counecil study the feaglbility of under-
ground storage for petroleum products and submit such

report and recommendationg wlth respect thereto as it

mey deem appropriate,”

Ag previded in the Articles of Organizstion of the
National Petroleum Council, this létter was considered at
a meeting of the Agends Committee, hold on May 8 in
Waghington, D, C,, at which it was unanimously agreed to
racommond to the Councill the appointmepﬁ of a committes 10
make the study as requested by Mr, Stewart and report to the
Couneil, |

Also; undey date OflMBy 8, 1951, Mr., Stewart addresged
a letter to Mr, Hallanan, requegting that the Council make
a comprehensive study cf chemicals or other additivesg which
nay be used ag a substltute for quebracho in drilling mud
aﬁd a determination of the availablility of such substitute
moterial, |

"Dear Mr; Hallanan:

"On January 4, 1949, the Secretary of the Iaterior

requested that the Nhtional Patroleur Council appoint &



comunittes to study and report on the requirvements of
the petroleum lndustry for quebracho and the pogsible
development, utilizetion, end avallebility of gub-
stitutes, and to make recommendatlions as to ways and
means of assuring self-sufficlency of the United States
in the event of an emergency. The requeat was initlated
because of the Munitions Board eongern ag to pcssibla
interruptions or deficiencles in the supply of quebracho,

"A Council Committee on (uebracho Requirements for
the Petroleunm Industry'praﬁared a report, dated Apeill
27, 1949, which was unanimously adopted by the Council,
The report stated that the oll industry is in no wéy
dependent on quebracho for the maintenance of the
efficiency of its operations énd that other natural
ﬁroducts or chemicals are available or could be made
available with a minimum of development %0 meet the mneedy
of the oil industry for this bype of mud treating com-
pound.' |

“In view of the contlnued concern of the Munitions
Board, you were requested on December 13, 1949, to
investigate the matter further, In reply to this re-
qusest, Mr.‘Iohn R, Suman, who gerved as Chalrman of %he
Committee on uebracho Requirements of the Petroleun

Industry, advised by letter of'July 11, 1950, to Mp,

James V., Brown, Secretary-Treasurer of the National




Petroloun Couneil, that bhere seemed L0 bs no TeASon
for concern ovex the supply of quebrachoc and that, if a
shortage or interruption should oceur in the supply of
quebracho, there were available other materials which
would be adequate, |

"The National Production Authority, by Order M-57

hes restricted the use of certaln ‘vegetable tamming
~material,' which includes quebracho. Although NPA
considered prohiblting entirely the use of auebracho

in drilling nmuds, representation: made by the Petroleun
Administration for Defense were ffective so that the
actual order conbtained the folloving provision:

“1No processor shall use in tie calendar quarter
commencing April 1, 1951, or in.any calendar
quarter in excess of 60 per =ent by weight of
‘his average quafterly use of québracho in suech
drilling during the 6-month period ending Juns 30,
1950: PROVIDED HOWEVER, Tl.at this paragreph shall
not restriet the use, in 1he drilling of oil and
gas wells, of any quebra:he held by him as invenn
tory on the effectlve /ate of this order; or
which ig in transit 7o him purguant to any puL -
chase order for qurbracho placed by hlm prior to
the effectlve do’.a of this order,’

"There may be ‘urther restrictions in the future.
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With the exampﬁion.of quebracho in invenvory or in
trausit egeinst orders placed pricor to April 16, the
industry should have sufficlent aupplies for several
menths, durlinz which periad.tha industry may be able o
work out and adopt the use of satisfactory substitubes.

"In carrying out the oil and gas indusﬁry’s wall
drilling program necessary to supply the military and
éivilian demands for petroleum and gas, it ls essentlal
that there be avallable én adequate supply of sultable
mud treatling additives, The National Fetroleum Councll
ig requested to appoint a committee to make & compro-
hensive study of chemicals or other additivies whish may
be uzed as a substitute for quebraého in drilling mud
and a determinetion of the avallability of suech sub-
gtltute material, The regults of this study, together
with such recommendations as may be deemed appropriate,
ghould be submitted & the earliest possible date.”

(National Production Authority Order M-57 is as follows: )




As provided in the Arvleles of Organizatlon of the Counsll
this letter was consldered at s_mseting on May 8 1In Washlngton,
D, C., at which meeting it was unanimously agreed %o recom-
mend to the Council that a commitiee be appolinted to meks the
study as requéSted by Mr, Stewart and fepprt %0 the Council.

Under date of May 8, 1951, Mr, Stewart also addregsed
a letter to Mr, Hallanan, requesting that the Councll meke a
study regarding availébility,.adequacy of transportation
facillties and minlmum materials required for production and
tranaportation of liquefied petrolesum gas.

The letter is aé followsg:

"Desr Mr., Hallanan:

"Significant changes in the liquefied petroleum gas
gsituation have occurrsed since the submission by the
National Petrolsum Counecil of itg last over-all rport
on this gubjeect, During the winter of 1950-51, there
were répeated local gpot shortagesg(ofl liquafied pesroleun
zas and there are indications that spot shortages or
tight situatlons could easily oecur during the coming
winter.

"“The National Petroleum Council is requested %o
study the probable availability of liquefled petrolsum
gag, adequacy of trangportation facilities for movement
thereof, and minimum materisls required'for production

and transporvation to allevlate possible shortages, and




subinlt such report and recommendasbtlons with respect

thereto as it may deem appropriate,”

As provided in the Articles of Organization of the
Counell, this letter wag considered at & meeting of the
Agenda Committes héld on Mey 8, 1951, in Washingtom, D. C,,
at which it was unénimously agreed to recommend to the
Council the appointment of a comml!:tee to make the study
as requested by Mr; Stewart and renort to the Council.

Mr.-Stewaft also addressed & letter to My, Hzllanan,
dated May 8, 1951, requesting tI' it the Counocil make a study
and report trends In the menufr.ture, sale, installatlon, and
use of patroleum consuming_eﬁg;pment.

The letter readé as foliaws:

"Dear Mr, Hallanan: |

"It would be of /uterial essistance to the Depeart-
ment of the Interior in connectlon with studies with
regpect to petrolvum to havé as complete infmrmation

as posglble repr :ding trends in the manufecture, sals,

instellation. and use of equipment which congune

petroleur products,

Hry”

-derefore, 1t is requested that the National
Pots sleum Counell sbtudy and report on trends in the
¥ anufacture, sale, installation, and use of psiroleun

consuming equipment, together with such recommendations

with respect theretc as it may deem appropriate,”




Ag provided in the Articles of Organlization of ths
Council, this lotter was considered at a meetlng of the
Agenda Committee, held on ma& 8, 1951, in Washihgton, D, G,
at which it was unanimously agreed %o recommend to the
Counell the eppointment of a committee to make the study as
requeéted by Mr., Stewart and report to the Counecll, Such
raport, however, shall not contain any projection or fore
cast as to fubure trends.

Also under dats of May B, 1951, Mr, Stewart_addressed
8 letter to Mr, Hallanan, requestirg that the Couneil under-
take a census of that portion of ths tank truck problem |
which it cen properly handle,

The letter is as follows:

"Dear Mr, Hallanan:
"No complete census of tank trucks used in the
petroleuﬁ industry has 5ean taken since 1944, There

' has been a large inor-ase in the number and use of

tank trucks sirce tl's census, and 1t is highly important
in a proper anaiyr.is of transportation capacity that
the government bhive up-to-date and adequate informa-

tion,

“Tank truc ;s used in the petroleum industry fall
into three catebries as to ownershi p:
, |
"l, Prive{s

"2, Contﬁ:ct carrier
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"Ag
"y,
_neq
"y,
",

Common caxrrier,
to use:

Clean oil

Heavy'oil

Liquefied petroleun gaé ( pressure tanks)

Chemicals,

"The Nabtional Petroleum Council could not attempt

to meke a. complete census of all trucks in all of The

above categories, However, the Couaell probably would

be the best source of information on sote ol the cate-

gories,

"Therefere, it is requested that the Council

congider this metfer and appoint a commitbtee to under-

take the censua of that portion of the tank truck

problem which it could proparly handle.'

Ag provided in the Artiecles of Organization of the

Counell this letter wes consldered at 3 meeting on May 8

in Washington, D. C., at which mscting 1t was unanimously

agreed 0 recommend to the Councll that the matter be referred

to the Councilts Traﬁspertation Committee to make the census

ag requested by Mr. Stewart and report to the Council.

I move the adoption of thls repori,.

(Motion seconded, )

CHAIRMAN HALIANAN: Is thevs any discussion?

All in favor of the adopsion of the report submltted by
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thoe 4Agonda Committee will indlcete by saying "Aye." Contrary,
"o, "

The report is unanimously adopted,

Gentlemen, we move now %o the mather of wreports of
Special Committees of the Council,

I should like at this time to recognize Mu MeCollum,
Cheirman of the Committee on Oil and Gas Availability.

| Mr, McCollumy

RETPORT OF GGMMI?TEE ON OIL AND GAS AVAILABILITY

Mr, MeCollum, Although I canno® give a ecompleted
repert, I cen nevertheless bring you the good news thet
"1t is substantially complsted,

' There have been, 4 suppose, some 300 to 500 peopls workingr
on this report and had I anticipated the volume of work ln-
volved, I wouldn't have had the courage to undertaks the task,

Three subcommltiees were appointed, one by Mr, Baker
on domegtic avallabllity of oil aﬁd gas, He has &
vice-ghairman, Mr, Dave Hulgy. That committee appolinted
subcommittees for the five districts. They In turn appointed
conmittesmen and the work is subgtantially complete;

| I belleve there have been two or thrée prelimlinery reports

of that commlttee and it.1s complete except for minor
corrections and finlshed wordingo 7

Another.subcommittee weg a ghort-term foreign avail-

ability, chalrmanned by Mr, Soomen, That report is complete




and in my hands.

The third committes headed by Mr, Max Ball on loﬁgeterm
avallabllity; he broke that dewh into four panels, one on
rates of diseovery by Cramm, and another oun the iﬁprovad
development and recovery taehnique'by.ﬂd Warren, one on
avallablility of'synthstic gources by Cy Ruble, and ons on
gconomic and politieal factors by Stuart Coleman,

That report is in the process of being complsted, bus
is probvably not asg far along as the other two,

‘Now, within a very short tima-they will be in such
shepe that they can be submitted to the mein committee and
until they are finallzed, I dqh't-believe it would be well
for me as chairman of the main committes, without having
advice from my committee, to try to éivulge any of the
details here; but they will be completed very soon and
available long befofe the next meeting of this ecounecil.

CHAIRMAN HALILANAN: It will be suhmitﬁed as an inbterim
report, |

MR, McCOLLUM: They will indeed, provided my committee-
men go along with me,

CHAIRMAN‘HAIJANAN; Are thers any questlons, gentlemen,
of My, MeCollum?

{No response, )

CHAIRMAN HAIIANAN. Thank you very much, Mr, MeCollum,
Gentlemen, you will recall at the last meeting of Lhe
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Couneil a committee was appointed to deal with the question
of Capital and Materials Requirements for Increasing Avalle
ability of Petroleuvm Produets, otherwlse known as the
Million Barrel Committec.

Dr, Wilson was appointed as chairman of‘the cbmmittee
and §n Februafy 26, last, an interim repoft from this com-
nittee was submitted 0 me as chairmen and in turn was for-
- warded to the Secretary of ithe Intérior, That intserim feporf
dealt primarily and specifically wlth the matter of oil and
. gag depletion. You raceived a copy of that report,

Members of the Councll were given a copy of thelinterim
report under datie of March lst and it was released at that
time,

I desire to recognize Dr, Wilson to pregent any fu ther
report of your committee, but pertlcularly I c¢all attention
to the fact that we have ﬁefore us the interim rsport for
consideration of the Councill, |

REPORT OF COMMITTHE ON CAPITAL AND MATERIALS REQUIREMENTS

FOR INGREASING AVALIABILITY OF PETROLEUM PRODUCTS

'‘Mr, Wilson, TYou will recognizs 1t was a little
irregular %0 release thls report'through Secretary Chapman
before it cams to the Council, but the feeling of the
comnittee wag strong and unanimous that we should promptly
point out that all falk of getting one million barrels a

day of additionel production would be shot in the head if




we head our depletion seriowsly interfered with and therefore
we took the iiberty, since it was unenimous, and siﬁce the
chairman wag agreesble, to gend that along at the right tinme,
and I think it was a worth while thing to do,

We sent out to members of the committee the full minutes
of that meeting and agreed on a tentative method of procedure,
The subcommittee chairmen in general got‘their cOli-
mittees together for a dlscussion of their problemé and, as.
thingg went on, it appeared that the origiﬁal-assignments
agreed on by owr main committes nesded some modification;

to be realistic and feasible to carry oub,

We also got some prellminary informatidn as to existing
~eapacities which we had not had,

We had a second meeting with the chairmen of the sub
committees and & representative from PAD aud your chalrman to
roevise the basis of procedure, and that was sent to all
members of the committee and the committee was apparently
in entire concurrence wiﬁh the revised bagis of procedure.:

On the basis of that, I drefted a progress report to
this committee and sent it out about a week ago or about
ten days ago to the members of the Million Barrel Committee,
which are'widely scattered and in a large committee,

There developed quite & number of questlons and criticismg

to this draft of the report to the counell, and policy

guestions, as a result of which, trylng to anticipate some
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of Ghe points, a revigsed draft, numaber two was repéired and i
made a pack horse of myself to carry 150 copies down, hoplns
that I would have something specific to hand to you,

We had & meeting of the Million Barrel Committee thig
nocn and being a very good and very sctive committee, that'
draft was shot through with guite a number of holes so I
don't have anything offieial to present. |

I think‘thé reagon for not presenting a report will
appear ag I go through the third revised draft and indicate
the procedure that wérwould liﬁe to puggest and thé reasons
therefor,

Pursuant to the reguest of the attached letter from Mz
Stewart under date of January 29th to Mr, Hallanan, a committee
was called to report on the eapital énd'other requirements for
& possible million barrei expanaion of'betroleum outfit above
the 1évels prevailing November 1, 1950 and January 31, 1951,

I have told you something about our two comuittees,

Since Lhe proposed expansion figures are to be based
on daily average operating results for the three months,-the
Tollowing flgures were taken as the bage casé from which
the million bharrel expanslon is to be flgured, and you must |
koep in mind when 1 talk about expansion above the bage casge
it 1s expanslon above the three months period whiech has
already boen substantially exceeded in both pfdduction and

rofining gince then,




Wnile the actual Final flguves were slightly different
ffam these, it seemed unnecessary for the purpose of thls
fepart $0 change the round figures orlglinally estimated and
those wore,briefly, domegtic crude produétion, 5,860,000
barrels & day, and domestic refinery runs, 6,220,000 barrels
per day.

That does unot 1helude natural gag liquids. We glve
the figures for that as well, |

ﬁor the sake of simpllelty, since the final figures can
be only approximate, the committee proposes to‘work with the
produciion and refining figures for crude only, The produca
tion of netural gas iiquidy is bound to inerease with increag-
ing crude production and to an extent sufficient to offget
refiniqg logses so a given increase in ecrude production and
relfinery runs will, for the purposes of this study, be
agsuned to glve an equal increase in products,

That is rowgh, bhut a simplifying agssunption that seems
reasonable,

Refinery\fael would.be agsuned t0 be reflnery gas
supplemented as necessary with natural gas,

Our subeommittes on production has already advised
that the country's;presenm abllity to produce et the makimum
effieient rate ié‘at least 800,000 barrels pér day above the
base period crude production, Remember that is above the

base perliod orude production and not above present crude
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production, which has used up a 1ittleAless thaﬁ half ol
that excess, | |

The studies of the refining subcomuittee, and the API
' indicaté that the ;resent operable refining capaclty of
the countIy -- note that that ls operable and not efficient -
is mbout 700,000 barrels per.day'above the base perlod run,
waevef, some of thig operable capacity ls poorly located,
expensive to operate, and would have diffieultyrin making
prdduets-of coﬂpetiiive guality.

In the judsment of the committee, we should not count
on being able to use more than five hundred thousand bharrels
per dey of thils capaclty., That 1s above the base period, and
even this amount will require substantiel new trensporitasion
and storage facillities to make its utilizetion possible on a
year~round basls,

While the Cil and Gas Division suggested that the cost
in steel requirements be reportsd for four separate capaclity
inersments or 250,090 barrels each, such arbitrary inerementa
could not reascnebly bes homogeneous in.their make—dp,

In other wordg, iﬁlwould be some in Canada, some in the.-
United States, some in Venezuela, and to divids it into those
arbitrary inecrements dild not seem feasible;

The commitﬁée,'accﬁrdingly, plans to submit a report
on four inerements of capacity as set forth hereinafter

with estimated figures for the steel and dollar requirements
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for each increment.

In order o meke these flgures as definite and reliable
as posgalble, the proposed figures are each based on cerfaim
reasonable agsumptions as to whers in the Western Hemigphere
additional erude supplies could be developed and refineries
buils,

Now, this is underlined and I want you to keep this very
atrongly 1n mind because there has boen quite a little mis-
understanﬂing as to the functions of the Million Barvel Com-
mibtee?

"It must be definitely undarstoﬁd, howavér, that
the committee is not in any sense atbtempting to recom-
mend & program or even o indlcate that the propoaed
incrementa are the mogb economical or desirable ones,
Obviously, the induatry willand should continue to
expand in the future as in 'he past, based on the in-
dividusl decisiong of many differant‘cduntries and the
actual pattern of the industry eﬁpansion,will doubtiess
be quite different from-tﬂat herein posﬁuléted a3 8

bagis for caleulation,”




This is simply to make it possible o calculate stoel
requiramsnté on some definite basis and it is not a program
and it will never he adopted.

* Ag a matter of fact, reoporis already made in answexr Lo
the refining subcommittee's questionnaires indicete that
the domestic refining capacity under éonstruction or plans
for completion within two years aré in some cases awalting
- gerbtiflicates of neoessity or asgurance of needed materials,
- It amounts to about hine hundred thousand bafrela por day,

| waevef, the shorbages of stesl and other meterials raise
merious doubts as to whe%har these facilities caa be com-
pleted within that time,

There are other posglbllities for substantial édditiona
al expansioﬁ iargely by bottle-neck removal by the end of
1953, but this sgaln depends upon the aveilebility of steesl
and other materials, _

'Cléarly, the industry is willing on its own initlative
t¢ continue 1ts record of vigorous expansion,

The assunptlions as to the four incretienis
of capacity upon which the estimates would be made are as
follows -- this is all subject to approval by the 0il and
Gag Division hecause we changed from the original letter,

The first asgsumed interlm of capaciity would be the

five hundred thousand barrels per day which can be obtained

from exlsting production and refining facilities, Actuslly,




2
JA]

about two hundred thoﬁsana barrels per day of this avallable
copacity was in uvse during the month of Mareh, 1951, To
operate; muck of this existing capacity on a year-round basis -
will, however, require additional pipelines and other trans-
pertation facillitios %0 get the availabls crude to the avallable
refineries, more.gtorage capacity to take caré of the greater
builld-up of stoeks that wlill be produced,

As it is now, we speed up cur réfineries in wilnter when
the demand is big end use the exbra capaciﬁy part of the yéar@
If you are goiﬁg-ﬁo use 1% the year-round, yocu have to have
1arger storage facilities than we now have,

Mogt of ths ealeulations of the steel and dollar re-
quirements for the first inorements will have %0 be made
by the storage and tranﬁportation subcommittaes; There iz a
compliecated task, All that can nowbe sald relatlve %o
gtorage capacity needs 1s that according to prelimlnary BAb
fizures, the amount of stéel available to the lndugizyfor
new tankage this year will build only about forty milliion
barrels of additional storage.

Present Indications are that this amount will not be
sufflicient to permit‘all the shut-down capacity to be operated
continually, |

The transportation requirements will be developed in
cooperation with the group now working on simllar figures for

the PAD, The industry also has ﬁndar way, or definitely
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planned, enough new plpeline cougbtruction to Gtake care of
mosb of the existing productlon and reflning eapacity, plus
mueh of thet entlicipated for the coming year or Lwo,

Agein, however, theg shortage of pipellne will apparently
slow up the desired completion dates rather sariously.

In that conneotion, when we are talking about additionel
trangportation for liguefled petroleum gas end other things,
I zometimes wonder if we ars glving encugh attention to
lthis basic requirément without which our new refinsries and
. products will not be an& good, .That is,enough steel o
connéct up the new wellz and geb it to the new refineries
and the exﬁanded refining faecilities, I am seriously ¢onm
cerned about that gituation, ’

In gpite of the faet thet our spare producing capacity
is at least three hundred thougand barrels per day above
that reqﬁired for the first iancrement above the bage perlod
figures, and thal we also have some further refining
capacity avallable or'unﬁer congtruction, these are to be
considére& £8 8 necegsary cushion and nOné of thése additional
existing'facilities are to be counted on In calculatiﬁg the
dollar and steel requiréments for the following three inocre-
ments, all of which are‘to be baSad on ground-up expansion;
including exploration, developmeni of productién,,and the

building of refining and transvortation facilities,

In othter words, the first increment, we bhave the
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productlion and the refining and we have to have transpria-
tion and stesel to mske it operable,

Tho seéondg third and fourth increments don't use any
of the additional surplus that we heve, but are based on all
new, Those figures, of course, probably give them in incre-
ments of one hundred thougand or three hundred thousand
barrels, Within reasonable limite, you can multiply that by
a factor of 1;5 ard etill have your flgurs totalled pretty
goed,

The sscond agsumed increment would be three hundred
thousand barrels per day of all new produetion in district
three of the United States, wlith the refininz capacity to be
located in at least two different locations on the Gulf Coast,
keeping in mind the desirability éf not édding t0 the con-
gegtion in existing majof refining arecasg,

Pipelines will be figures on to get the new crew Lo the
new fefineries. The report wlll undertake to show egtimatead
average per berrel expenditures for expansion and product
producing capacity in the Unlted States as a whols, and also
in distriect three during the three-year poriod 1948 to 1950,
an estimate within a range roxr 1951;

Steel requirsments will be estimated for the same
perlods and areas, This will be in édditioﬁ %0 Lhe sub-
gtantlal steel reqﬁiramantg necessary to meintain production

ability at any given level,
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Third, sinca the committee is requested o assemble
Tisures for different sources in the Homlsphere, the third
agsuted inerement would be one hundred thouzand bafrels per
day in all new produetion in Alberta, Canada, with pipellines
and transportation to the Paclfiec Northwest and refineries
t0 be loceated in the Pacific Northwest accessible to water
trangportation,

The fourth increment of ome hundred thousand barrels
per day would be all new production in Venezuela with tankers
provided for transportation to the eagt coagt of the United
Stateg and new wefining fesecilitles o bs bullt in the east
coast, That 1s five hundred thousand existing, three hundred
thousand all new, district three, ons hundred thousand in
Canade and one hundred thousand in Venszuela, mnd the refining
‘capacity ~-lnaw refining capacity -- b0 correspond to the
‘last three increments,

Since all the new refinerles will be located on deep
water and available to meet war demands by tanker shilpment,;
we would not plan to estimate storage facllities beyond
those required to,ﬁermit normal continulty of refinery 0peraQ
tion and taunker shipment in a coaata; refinery, nor the_
additional tankers thet might be fequir@d %o hendle the
products, |

Such figures can, however, be readlly caleculated, based

on whatever destinations are to be assuied,
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In order to make their caiculations as definlte and
realigtic az possible, the Refilning Subcommittee has egroed
upon & number of alternative bages of calculations which
it does not seem necessary to detail at this time except to
say in genersl ﬁhe new refineries will be of economicsl
gize adapted to any kind of Qrﬁde and able to make a sube
astantial proportion of high-octane gasoline, but not special
produects like lubricants, wax, or petfoleum coke,

For the information of the Council, the following
tabulation of refinery runs and eﬁtimated refinery
capacities at varilous daieﬁ,summaiizes the foregolinz discussion
and emphasizZes theifigu;éwof the industry, o

Averege crude runs in 1949 were 5,330,000 barrels a
aay,

Average crude runs in 1950 were 5,74@,000, an increage
of 410,000 above 1949‘runs;

Egtimated efuﬂe runs, the first quarter, 1951,
6,4#0,000 - thét is 220,000 avove the base cage, and
1,100,000 above 1949 rns,

Egtimeted refinirg capacity, Jenuary 1, 1951,
6,800,000 barrels a day, and there is a footnote that that
is not all utilizahle, due to inadequacy of existing trang-
portation facilitles, end some of it is not very efficient,

Industry cspacitj ﬁlanned for April 1, 1953; 7,700,000

barrels per day., That l1s, of course, subject t0 the same




gualificatidn regarding the shut-down ezpacity, plug tho
faet that the new capacity may not be fully attainable due
to shortages of steel or other materials,’but i attainable
that would mean en inorease above 1949 runs —;"not 1949
cépacity -« of 2,370,000 barrels per day,

wa is that for a vigorous lndustry?

Since the basgs of caleulation upon which We'propose
to proceed are gomewhat different from those originally
sugsested in Mr, Stewart's letter; we suggest,if the
Couneil approve, that this preliminary report be submitted
at once to the 01l and Gas Divigion with the suggestion thab
if it concurg it submit a révisedAfeQuest along these lines
to the Couneil, I think we should agk in the interest of
avelding major delay thqt 1f the Agenda Committee giﬁes
emergency approval, our cémmittees and subcommittees be
authorized to proceed along the lines without awaiting
forther Council approval,

Wa feel that we have departed a suffiéisnt‘extent from
the original request and the épbroval cf the fAgenda Committee
that we ought to start over and say, "There, we think, is the
most feasiblerway to givé you what you want,. but we can't-
read your mind, If you want it along fhis line, gubmit a
new request and jﬁat to be doubly sure, get Agenda Committes
approval to proceed 6n that, and if we do, tﬁen we will go

ahead and bring in a report as soon as 13 reasonably feasible.”
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CHAIRMAN HATIANANG: Mr; Stewart, do you desire to
comment upon the report?

MR, STEWART: The basis upon which the committee has
proceeded iz, of courses, conslderably different fram‘thﬁ
original request but inesmuch az it wlll give us the féctors
for large increments from which we can then caleulate money
and material requirements in any sorit of increments we finﬁ
desirable, I think that it will be sufficient and gatisfactory
for our purposes;

While T would like to go over this increment report
carefully and make sure that it dosa satiéfy the prograﬁ
outlined, it satlsfiles our needs, I think we can revise our
request and thereby';xpédite and gimplify the work of the
committes, l

We are fully aswars of the fact that the request wass

big request, If there is anyﬁhing we can do to simplify it

end still get the bagic information we need, we would be very

glad to go along.

CHAIEMAN HALLANAN: AreAyou in harmony with the request
of the committes that yoﬁ submit another request?

MR, STEWART: Yes, very definltely.

CHAIRMAN‘HAI;ANAN: You have heard the report of Dr;-
Wilson, Ig there any discussion?

MR. MBCOLLUM: ‘Mp, Chalrman,

CHATRMAN HALIANAN: Mr, McCollum,



Mﬁg WMeCOLLUM: I would like 0 make ono comment and
particularly for the record. |

I was asked to handle the producticon end of the Millioxr
Barvel Committee. I was asgked Tor the reason that I was
chalrman of thislﬁvailability Gammitﬁee;' I suppose that 1la
alvary loglcal reason, | _

MR, WILSON: _Plgs the fact that you were not at New York
when it came up.

| MR, McCOLLUM: Noxt time I will be there, Bobdf;

Without bthe knowledge of my main commicteemen, and
withﬁut the knowledge of the subeommittes, and I assune
without the knowledge of the members of the committees of
the shorbt-term availability chailrnmen, i gave o this compit-
teé the praliminary figurses some Hwo weelks to a month ago,
the figures reclied here.

- For the record, I would like to reflect that thﬁse
figures have been changed since that time, partieularly'with
regpect to domésﬁie produetion and avallability, and I am in-.
Pormed toﬁay that they may be changed again,

Thersfore, I wouidhlike to urge that they not be sccepb-
- ed as final unvll the short-term availability committee's
~repert is final and uﬁtil it 1s reviewed by ny cpmmittee and
suﬁmitted ag a Tinal report to this Couneil, |

CHAIRMAN HALIANAN: Doctor, what do you have to say with

reletion to that?




MR, WILISON: I indlcated thet 1t waz a prelininaxry
report from thls committes and there is no question aboui
there being more than the five-hundred thousand barrels which
is all we are‘counting on. -There is much more than that,
It doesn't affect our report, as I see it, but I am sure we
ere glad to have the statement,

We paturally are utilizing the work of this committee
80 we.won't have to have two comnittees going over Lhe same
ground. There ig even a slight danger that they mlght not
‘agree, which would be embarrassing. |

CHAIRMAN HALLANAN:. Is there any further dlscussion?

MR, WILSON: I move you fivst, Mr, Chalrmen, that the
pregedure authorized hers of submitting this‘to the 0il and
Gas Division reguesting a resubmitital gnd requegting that we
be permitted to act 1T the@&gendé Committee glives emergency
approval, be approved by the Council,

CHAIRMAN HALLANAN: You have heard the motion, Is
there a second?

{(Motion seconded;)

CHATRMAN HALZANAN: All in favor indicate by saying
"Aye,” Contrary, "No.,"

It ig unanimously ordered,

Now, Doctor, will you present the interim Teport for
econslderation? |

MR, WILSON: The report thet I referred to first, and




that Mr, Hallanan referred to, of whick you have coples,

gubmitting the final draft of bthe Milllon Barrai Committee, .

with the suggestion that,in view of the urgency of the recent

matter, you consider sending 1t to the Seocretaryof the Iaterior,
Mr, Welter Hallanan's letter to Mr, Chapuan, dated

February 26, mentioning the submittal of this committee

"In the 1ighﬁ of this request, which I caﬁsidered

.- as gf'an energency character in relation to our national

gsecurity, I promptly appointed a commi‘btea to go into

this subject, aud Dr, Robert E, Wilson, Chairman of

the Boavd of the Standard 01l Gompany.of Indiana, ié

Chairmen of this Committes, The Committee is composed

of a good crogs-gection of all segments of the petroleun

industry, Tor your information, I enclose a copy of

the membership,

“In pursuance of this request, the Committee
organized promptly and has prepared an ‘interim' repori;
which Chairmen Wilson has submitted to me. I feel that
thié intefim report is of such urgent importance that
I should pass it along to. you and the members of your
staff, You will understandrthat it hasg not ﬁeen approved

by the Couneil, but will‘he submitted for Council econ.
gsideration at the next meeting, In the mesntime, I

desired that vou have the benefit of the Iinformation




o~

31

herein contained, which hears upon thls important
gubject relating o our natlional defense program,”

CHAIRMAN HALIANAN: It has been woved and seconded that

the motion he favored,

All in favor indicate by saying "Aye," Gonmfary, "No, "

It i3 so ordered,

Thank you, Doctor.

The next order of business s the report of the Committes
on 0il and Geg Indussries Manpower, The Chair desires te
recognize Mr; Vandeveer éé chalirman of that committee,

| REPORT OF COMMITTHEE ON OIL AND GAS INDUSTRIES MANPOWER
MR, VANDEVEER: Mr; Chairman; this report of the

Menpower Committee umed exectly the same forms thaf were

 used last December when the Manpower Committes compiled

1té report and wags adopted by the Nallonal Petroleum Council,
There hag been no deviation at all in this report with the
excepbion that we haw classlfied the 26 year olds aé comparsd
to the break-down in the lagt réporﬁs |

When I am finishéa, it there'are any qgestidns that
anyone would like %o ask relative to the procedure, I have-
bir, Ralpﬁ-ﬁbitsmﬂg; from the Standerd 01l Company of Ohlo
wlth me. ~

I apologlze, Dr. Wilson., I wis thinking of the parent
company rather than Stendard of Indiana, whieh I almost

mansioned,




Ralph has acted ag secoretary of thils commithtes and will
ba glad to answer any questions, |

The Committee on the 01l and Gas Industries Manpower,
cqmplying with the requegt of the Diysctor of the 0il amnd
Gas Diviglon of the Department of the Interior, as authorized
by the Nétional Petroleun Counoii, presents its report showing
the resuits of a survey of ths mﬁnPOWer requirements of the
petroleun and gas indusiries, together with other recommenda-
tions deemed to be appropriate,

This committee deemed it necessary to revise the report
of the National Petroleum Council's Committee on Petrolaﬁm
Industry lanpowey, as presented to the Netionel Petroleum
Counell on Japuaéy 26, 950, The previous committes estimeted
1ts survey,as of December 31, 1948, repreaented.at leasgt 70
per cent of the domestid crude production and refinery lntakes,

I. The present comnlttee has revised the manpowsr survey
of December 31, 1948 to refleet cheanges as of December 31,
1950, The revigion was acoomplished by making a survey of
fourteen companies, representing about 30 per cent of the
manpower lncluded in bthe 1948 report, and applying the results
of the sample percentegewise %o the 1948 figures. The
figures for December 31, 1948, and the reviged figures as of

December 31, 1950, rollow:
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Parcantage
Deec, 31, 1948 Dec, 31, 1950 _Increase

Total fomale

employees 51,615 58, 087 11,14
Total‘mala

erployees 463,856 480,281 , 3. 54
' Total employees_51%,471 438,368 b, bl

Male smployees re-
quiring less than
1l year to train
replacement 171,528 177,703 3.5

Total males . S
under age 35 185,111 186,510 .75

Total males
under age 26 4L9,288%

*In the originel report, December 31, 1948, the breakdown of
nales under age 26 wes not shown., However, in the 1950
sample survey bthe breakdown was inéluded, resulting in tha
caleulated number shown,
This is the one that I think tells you a great déal
about What might happen to your country,
Mals amployées in
the armed forces
reserves or o
national guard 28,708 . 32,065 11.7
i14 The commlttee was unanimous in its opinion that
the National Petroleum Council recommend that the Petroleum
LAdministration for Defense esﬁab;ish a unit to review, upon

requeat from employers In the Industry, requests for occupaw

tional deferments under the Si:lective Serviee Act and Treguests




Tfor delay in calle wo active duty for reservists holding
ey positions in tﬁe indugtry, and o make recommendations
to Selechive Service Boards and Ghe milltaxy authoritiem:
such recoumendations t0 be based on the individualis Im-
portanes o the naslonal program for inereﬁsing,thé supply
of petroloum and ity products,

This paraellels the aectlvity of the old Petrolsum Ad
minisﬁraﬁion for War, Manpower Secilon, duvring World War II,
except that it is recommended that Gthig acﬁivity now be -
expanded 40 cover reservigbs as well as selectess,

By that, gentlecmen, we mean thls, that the PAD be made
the elaibant ageﬁb; That word "claimanﬁ" probably isn't the
right word, but ab any rate similar to what happened in the
cld PAW days; enyone really jusbtified in getting a deférmanty
the PAW wenb td bat for them and we had a very high hatting
average., We rocommend thet the PAD be made the agent to
| reﬁr@sant thé petiroleun indugtry on defermsnis, with other
ageneigs hers in Washiaston,

ITI, In ordexr that inﬁustry may logileally plan the
maxinum use of its esgenitial menpower, it would be exceod-
ingly helpful 1T the Defeunse Department could egteblish a
plan of rotatipn Whereby employses drafted or ordered to
active duty are returnsd to the industry after serving a
spacific periéd,of time, At the present time, while employoes

are in gervice Tor specified periodsz of tlme, the perilods
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have been extended in some cases.

IV. As long as there exists a perlod of international
tengion, the committee recognizes the possibility of all-out
mobilizatlon &t any time, It is therefore recommended that
PAD havé'at hend well-defined plans for the activation of
iﬁs manpowsr orgaunization on very short notice. These plang
should include ligts of likely candidates for positions in
ragipnal PAD manﬁowér offices. Regional industry advisory
committees, however, should be seﬁ wp to handle menpover
problems until the job becomes large énough t0 requlre a
'_governﬁent staff in the varioué regiong,

Furtheyr, under preasnt partial mobilization, it is
suggested that without increasing PAD's gtaff an oll and gas
industries manpower advisory compittee cquld be appointed Ho
agglet PAQ in Washiﬁgton on manpower prroblems and planning as
recommended above,

Gentlemen, you have heard the report. I recommernd the
adoption of the report,

MR, ALTON JONES: May I raise a questlon ags to the
ambigulty of the ianguage in relation with this Couneil's
connection with PAD? -

I am not sure, Mr, Vandeveer, that you couldn't lnprove

your recommendation by more clearly defining the relatipn
between this Gouncil and PAD,

As you know, there is still a hiatus thers, I wonder

if we couldn't take these recommendations to the 0il and das
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Divigion and let them implement this report in any way bthey
see fit, After all, that is 6ur function now, |

MR, VANDEVEER: I think, Mr,Jones, that 1s a very
timely suggestlon and we will be glad to make whatever chansges
are necessary,

MR, DUKis You have 32,000 employees in bthe forces of
the Natlonal Guard, There is some duplication there.

MR, VﬁNDEVEER: Therse is 28,000 in'4AB that we have,
and-in '50 we have 32 plus.

MR, DUKE: These 49,000 males under 26; does that inciude
any part of this 32,0007

MR, VANDEVEER: Mr, Hoitsmpa,

MR, HOITSMA: The one includes the other,

CHAIRMAN HALIANAN: Are there sny other questions?

Mr, Jones, your suggestion ig that this report he rew
viged mo as ﬁo submit its recommendation to the 0il and Gas
Division for its consideration?

MR, ALTON JONES: That would be my sugéestion.

CHAIRMAN HALIANAN: .- Ty there is no objection then, the
report will be revlsed in accordance with that suggestion.

Now, the question is the revision of the report as con-
teﬁplated. £11 in favor of the motlon indicate by_saying
"Aye," Contrary, "No,"

It ié so ordered;

Gentlemen, I hope you will pardon my interruption, but
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I know the Secretary has a very active afternoon in visiving
/// , these various groups, We are-delighted that he has just

coma in here to0 be with us.
( I know that averybody in that meetlng today was pro-
foundly impressed ﬁith thelstatements that were made and
the expressions that came from the President, from Defense
Mobilizer Wilson, and from Mr, Fleischmann. I think it was a
prbfound lmpression,

Mr, Seérétary, I 4o not think there hay been any re-
loxation along the line in the oil industry, but if there
has been, certainl& the treatment we had this mornim will
be a very helpful assistance to us,

It was a fine meeting and I‘am very happy that we have
had the privilege of participating in it and t0 hear these
discussions from these men in high places who are directing
ths destiny of the country in thls perilous time,

I ﬁay gay o you .that this meéting;has brought the
lafgest attendanee of the Council that we ever had in its
higtory. I think thet bespeaks the great interest that we
find in continuing our Pian of industry cooperation with the
government, both in psacetime and in any time of national
crisis.

I know you have.many problems and I want to thank you
for visiting with us and I know the members of the Council
will be delighted to hear from you, Mr, Secretary,

KK (Applause. )
RC fls, _
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STATEMENT OF OSCAR L, CHAPMAN
SECRETARY OF TIE INTERICR

SKCRETARY CHAPMAN: Coming to this Council 1s some-

( what 1llke coming back home. I am new on the gas_Cquncil
and the powér_council.‘ They 1in tufn'ére 5omewhat ﬁew in
the Department, but cdminglback here iz 18 iike'returhing
to old home foiks Whé havé been used to working with me.
I have been used tc working wlth you people and I want to
say I have enjoved it-extreméiy over-the'yearsu

I for one do not stand in fear of tThe great oil indugtry's
doling this.or that{to ouyr ecOnomy of doing this or that to
our governmeunt like some people'dd‘ng‘and-like I used to.

( . I am going to be honest with you. You know, you kind of
learn as you go along.

As I told one of the gentlemen this mdrning who wasg
talking o me sbout a problem he wanted'me fo take an active
part in helping him with -- 1%t wasn‘t on fhe 01l industry: it
wag one of the other councils; but I sald, what you need is
somebody who can get some facts and get this:thing together.
T am more of a crusader. I believe we often speak in those
terms.,

( | _ I am awfully glad my éxperience with you people a8 a
business group has been one of the most pleasant experiences

and I think one of the finest things for me that I have had

since I have béen in the Government service. I don't know of
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another group that I have enjoyed or that meant more to me
than thls group of people,

You folks don't need my advice about what needs to be
done. You are worng 1n cloge cooperatlon wlth Bruﬁe

Brown, one of the best adminlstrators in the Federal Govern-

ment anywhere, I don't care who he is.

(Applause) .

Second, we have had the closest relationéhips,'working
together, and I know that he 1s working intensely to keep fThe
progran that yéu are Interested in and whiqh you have to
move forward, 1n.order to meet the obJjectlives set out by the
Presidént aﬁd Mr, Wilson thls morning.

I was very happy %o have those two gentlemen, the
Presldent of the United States and.Mr. Wilson, the Director
ol Mobilization, to meet with you., That was thé-best way I
covll think of as a teéhnique to get them to get the feél of
the'business people who are in here worlklng on these
problems day by day. I wanted them to have the chance to

talk with you. I wanted you people to understand their

feeling about it.

First, I was trying to make them reallze thé importance
of those people 6f Tthe country who are deaiing with the raw
materials and the natural resources of this Country.

It is so Important that not one.single part of their

objectlve that tThey are worklng 6n, in the Defense Pro-
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could be carrled out without a successful carrying out of the
programs represented in fthese counclls fthat metb here,this
morning.

You have to have a success ln these councils, They are
basic to the very things we are talking about. They are
basic to the sucecess of the Country. You have to have it.
There ls no other way.

With that, I want to say that the petroleum industry
is moving along, I think, in fine ghape. I find Ehat the
PAD boys are there when the door opens every mornlng, If
anybody starts talking about shortages they are over tnere
before they get the door open,

If you start talking about changlng the rules they want
to be 1n there when you gtart changing thém. They don't llke
for you to change the rules on them in the middle of the game,
though. They want you %o letlthem in on it.

That 1s the kind of help you have to have. The comments
I have heard around Washington asout the actlvitles of tﬂe.
men in PAD has been the highest type of compliment to a people
in publis connection and service. It is of a kind I
appreciate. Ue neéd that kind of a reputatlion to help us get
the Jjob done. We are getting it and you are doing 1%.

.I gon't know of a fThing I can say that you need tqday

except I will say this: we are stlll continuing some

further dilscusslons wlth the Justice Department.
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We have nof concluded it., I just don't like to stay

lioked permanently.

- We are not licked yet‘and we are still continuilng some
conferences on that matter in which yourare very vitally
interested. There will be some conferences on this thils
week whilch I hope wlll produce some results, but if not, we
will go back next week. We will céntinue to try to work this
ouﬁ so that we can do i£ in such a way that I can get real
businesg advisory councils. That 1s all I am asking for

{Applause.)

Yéu are not being asked as members of an lndustry to btry
to run'theprogram of thé-Governmentn The Government has
asked you as advisors to give them advice about the course
to follow and the tings to do to gain the oﬁjectiVes ﬁbat we
have set as our goal., When we ask you that, I for one want
it as a.genuine indusfry advice.

Now with that'tﬁought 1ﬁ mind, I amn going toAleave it with
you, thét we will continue those discussicns until I hope we
can get some satisfactory soiution out of it.

Mr, Hallanan ﬁas done a splen@id jdb in working with
‘us in this oll program, I want to expresslmy appreciation
fo you, whileh I have never done.

(Applause.)

I am goling to teil you a little story on myself in

relation to him and I dom‘t know whether the other half of 1t
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is true at all, but this half 1s true: I didntt

learn thils now -~ believe 1t or not,.as active as you have
known me to be‘politically and in public 1ife -- I didn't
know until just a short time ago that 1 was dealing wilth
an active Republican organization man.

I don't believe people are taking political.phllosophiles
personallyo. You can take them seriously, but I. didn't know he
was a Republican Natlonal Committeeman. I didn't know
it was the same man until a friend of mine down in West Vir-
ginia started Jumping all over me'one night. He says,

"Why do you have thig fellow asg Chairman of your council?”

I said, "Why shouldn't he be Chairman, he is one of
the goodoil men,"

He said, "Don't you know he 1s a Republican National Comm-
1tteman?"” |

I sald no.

I hope i haventt embarrassed you, Nobody should be em-
barrassed about his political affiliations on this line, I
don't care what they are. You take your positilon aﬁy way
youﬁwanf to. People have.a rilght to recognize it and I
think 1t 1s 2 decent thing to do and 1 think people should
take more actlve part in their public life through political
éffiliations; I believe in that. T think it is‘good goﬁernment

CHAIRMAYN HALLANAN: I may say that perhaps I haven'tt

been doing very much on the other end.




SECRETARY CHAPMAN: I just wanted to tell you that
story on this because it shows you this fellow hasn'st
tried to ﬁse his posiltion from a politlcal polnt of view in
dealing with anything in here.

0f course, he has known what my poliftical affiliations
are.

CHAIRMAN HALLANAN: Very well.

SECRETARY CHAPMAN: I hope we caﬁ keep 1ﬁ‘tﬁat same
spirit all the way through. It has bheen wonderful for this
group . |

I want to be perfectly honest with you: You know, I
wouldn;t hesitafeg if I really needed some help up on thé
Hill for szomething that_I thought was for the good of the
Country, to call Hallanan and séy "Will you talk to. your:
people and see 1f we can get this morning?"”

I wouldn't hesltate to do itP That is legitimate con-
tact for carwing out the wighes of the p60ple;

Senatoré and Congressmen are elected to carry out the
will of the people. They have to determine what is the will
of the people ~- I want to be sure our fellows afe there tell-
ing them what 1t 1s. Just don't be late.

I had one df the most Interesting evenings in Log
Angeles last year I hever had. I sat next to Pete, here,
and lilstened to a story he told me agbcut some of his past

buginess: experiences. I never told himlthe other half .of
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that story he didn’t know. Some time I wlll tell him the
other half.

But I enJoyed that evening with him out there.

Second, I have sald in all sincerdty, what.I'haﬁe sald
about Walt Hallanan is said with deep appreciation.of his
peal services to the Country and certainly to me and to the
Department of the Interior. Bué I feel I would be neglligent
of complete honestylto you if I dldnft teli you also that
Ma jor Parten hasAbeen one of thelmainstays inhelping me
whenever I needed ﬁimn

(Apﬁlause.),

Iﬁ actually seems like when I talk to him, whether he
is in Texas or here, I do not realize how much lnconvenience
I am putting the fellow to. He is down in Texas and I
call him at 3:00 otclock and say I would like to talk fTo
him and he says, "Sure, I will be there. What time?"

Anﬁ he_come in the next morning. |

One time I thought he was 1n town when he was actually
in Texas, My secretary placed the call and when I talked to
him I thought he was in town. My secretary said, "You made
that conference for -tomorrow?”

I said, "Yes."

She szald, "Well, he i1s in Texas,"

I sald, "Well, he will be here. I didn't realize he was

down in Texas at the time I talked to him.




My secretary got him on the phone., That 1s the
spirit that makes this Councll such a success.

Also, let me say this to you: I think The oil industry
18 enjoying the best reputation from the point off view of
public relatlons that youw have had in my lifetime.

(Applause.)
I think it is deserved. I thlink you have worked for it.
I think you are honestly tnﬂng'to do 1t and I think you are
enjoying the best relations publicwise that you‘havé had slnce
T can remember and I want to see 1t continue. I want us %o
2ll work together., But I still can't forget'my little friend
from Denver., There he 1ls. Thils fellow writes me letters
quite often. Thisnnrningfs answer waé the answer~torthé
last four letters. I can‘t answer those last four letbters.

He writes %o me, he pang me about what I havenét done
and what I should do. I don't mind that, because 1t is a
constructive eriticlsm. I was sincere when L said that
this morning. That is the kind of érilticism we need and I
1ike it. Now he ig a little oil man. If there is anything
like a little man in the oll business -- 1 haven't found
one, yetﬂ but 1f there 1s, he ig one of them. e 18 a
little oll man.

I like to see the small industry people recognized and
gilven thelr honesﬁ recognition in thelr dealings with you

here.
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Now I ﬁhink this: I think you are reallylsincere
in your efforts to try to gilve recognition to the small
businessman and 1t has been one of the lmportant factors
of improving your publiec relations position és.an industryo
I think you can even go a little further in that dilrection
but you have done a lot, and I thlnk that has been an
imporfant factor that has improved your relationshlps
public-wise. I hope to see 1t contlnue because 1t 1s the
1ittle fellow-who keeps you going,,I dontt care how blg your
buslness gets, It 1s the little fellow who keeps.you going.‘
Now bear that in mind, I Just say that to you because:
I think the Spifit of this councll and the spirit~of your

whole operation that has been going on since this council

was organized has been one of an example to me that I would

like to see in all the othér industrieé that deal with Thls
department. Vi hope to have that in all the rest .of them.

I wish I could scatter you fellows out among the other
councll members and spread the word on how to work with folks,
hére. |

- We can't have but one chalrman at a time; so Walter, we
will leave you as Chalrman.

(Staﬁding applause.)
CHAIRMAN HALLANAN: The Chalr recognizes Mr. Majewskl
MR, MAJEWSKI: The Joint meeting this morning of the

Interior Advisory Council was impressively staged, and I want
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to thank you for the little fellows for doing 1t =0 well,
I think you tried to show the President and Mr, Wilson and
Mr. Fleischmann the might and power of %hese industries.
You are to be commended for-that.

There 1s never any suspicidn in my heart., 1 love every-
body. I have fallen in love again and 1t will culminate
into something real on June 2nd. But always when 1 see some-
thing as beautifully staged as this my mlnd goes back many
years.

Mr. FleiSChmann?s lucid portrayal of NPAfs functions
and respongibilltiles wés well worth the time of apybody' |
coming here. I had not intended to be here because there
was a shift in the dates of this meeting and of course 1
had made some plans to be in the South West to bring in a
11ttle well that we hope to bring 1y but I came here
because Mr.VWilson‘s speech, as enlightening as it was,
even though delivered in a darkened room, hé worried me.
When a man like Wilson, from Government but formerly from
business,.talked liké he did about utilizing industry's
musele, and then suggested that you use ”festraint," Mr.
Secretary, members, colleagues of thils distinguished body,
I pecall vividly what happened to me 40 years ago. I tried
to earn a llving by day, plloting a muel-driven tank wagon
and by night indulging in the manly art of self défense.

prize fighting was 11legal, then. So you could engage 1n
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the manly art of self-defense,

I indulged in "restraining” one night and I found my-
seif in tﬁe ignominious position of laying on the canvas
looking up at a guy smaller than I was. You know, I have
econtested the word ”reétraint” ever since, I cannot help
but thing that that 1s wnat might happen to us, now.

I said I wésn’t comlng here, but Bill Skelley has a
plane and took three Republicans and one Democrat. and we
came to Washington by plane. That is why I am here.

I got a telephone call from one of Chicagols leadlng

newspapers -- "The world's greatest newspaper,"

so they

say. It went to this effect. It sald, "Did you know that
General Harrison Jjust before he left his duties as adminls-
trator of one of the defense functions here, ihdulged in
colloquoy wlth Mr, Bruce Brown Iln whilch Mr. Brovn, ambng
other administrators, was making a plea that the oll industry
demands'had incréased tremendously and hense there was a
further need for steel."

And Mr, Harrison -~ General Harrison; I don‘t know where
he got the "General"” from -- I want to state thils right
because a great newspaper told thig to me. Hls answer to
bruce Brown was possibly the way to do 1t was rationing

petroleum products instead of finding ways and means to make

more steel avallable to meet a leglitimate demand. WNot for

 8tock-piling purpoces.
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I am wonderlng if the morning's meeting was for the
purpose of softenling up guys 1ike me go that I would belleve
in the word "Restraint"? If it was, Mr. Secretary, then I
think you and Bruce Brown should utllize the men. in thls
room and in this great industry to tell the public that there
i3 going to bé no ratvioning of petroleﬁm products in this
Defense Effort. I think that is.the quastion I would llke to
pfopound to you. If you can see fit to answer it, I know
you will make hay with us.

SIGRETARY CHAPMAN: T would like bo answer that. I
would like to answer it thils way: I am not a poker player
and T wouldn't risk playlng atrit because that 1s suppbsed
to be a gambling geme. When I play, 1t isn't even gambling, 1t
is Just glving 1t away. | |

Let us keep this off the record. .

(Discusslon éff the record.

MR. WILSON: On the same llne, I noticed that the Presi-
dent was complaining about relaxation and then the next two
speakers were rather urging the oll industry to relax a
little in their demands. |

I believe I express the feeling of our industry that as
between the two piéces of advice, as long as you‘tell us
that the needs are going up to the extent they are, or as
long as your petrolsum administration tells us that, we feel

we dare ot relax and we don't propose to relax.
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If the Government thinks we should relax on this, we

are golng to expect to hear 1t from you and not from somebody

who has the problem of dividing it up.

'SECRETARY CHAPMAN: {Off the record.

(Discussion off the record.,

CHAIRMAN HALLANAN: Gentlemen, I think we willl all re-
call at the meetling in January, Mr. Bruce Brown, the
petroleum adminlstrator for defense was Jjust about getting
his teeth into hils organizational set-up and to give us an
outline of what he thought was ahead of him, In the last
three months he has done a magnlificent Job of bfinging o~
gether an outstandingly able grbup off asslstants in the PAD
organization.

His organiéation has the complete and overwhelming
confidence of the petroleum industry. I think it is very
fitting that Mr. Brown should follow the Secretary and gilve
us any furthef suggestions as to what he thinké we may do to
be helpful to him in the enormous Jjob he ﬁas very unselfishly
undertaken, |

lI know you will be delighted to hear from him.and I
have the pleasure of introducing the Petroleum Adminilstrator

for Defense, IMr, Bruce Brown,




STATEMENT OF BRUCLE K. BROWN
DEPUTY PETROLLUM ADMINISTRATOR

MR, BROWN: Item © of the agenda parades our staff.
I mow that the mecting started late and it is a busy
mecting. Since you are going to hear from memberé of
our gtaff on these spoecific toples I.am not going to
cross over a bit on any of those topica. I am'going to
make my remarks very brief and confine them entirely %o
things I am sure nbbody elsc will saoy.

First I would lilte %o talk a little more about the
question Mr, Majowslél raised, I cah nelther conflirm nor
deny what happens in the aupust halls of these brain
trusters down here, or what Mr, Flelschmann called the
"Intrepld administrators." I will not say anything one
way or the other abdut the conversation but since the
question of ratibhing has been ralsed and sinece the
Secretary made the pledge I know he would make, I would
like to talk a little more about what I deemrthe-supply
gituation 1z apt to be. ' |

There is just one error in the story. They were talk-
.LDE’, about gas as well as oill,

First I should say that last winter, industry in
the Appalachian arca was cut off absolutcly from gas and
there worc 35 homes in the Pittsburgh area that had no gas,

We rushed supplied of LPG to some of the booster planﬁs in
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Ohio -~ and I want to thank Standard of Ohlo for some-

thing they did which kept one communlty from rununing out

of pas oand moving some liquifiled petroleun gas in there.
The gas situatlon next wintor is going to be awful.

only a warm winter will save us. It was bad last winter,

The domand has increaaed, both the home heating demand and

the industry demand. There arce lots of defense plants in
the area. The carefully 1aid_pians of .the gas. companies

to put ney transmission lines in to put gas in the under-

pround reservoirs of the “ppalachlan arsa and dray 1t out

and provide further direct suppiies'of gag, arc not going
to be carried oub. Whether we should have the materials

or not we are not going to have the moterials in t;me at
lease to do that, That is golng to throw a load on oil
and thoée'pebple who have the ability to burn oil as well
as gasrin‘éastern industry are going to be y@lling for oii,
and the gas peoplé are éoing to be yelling for LPG. We
froze a lot of chickens clear down in Georgla last year
through lack of transportation for LPG. I am looking for
a tough‘wihter. We have been telling them that.

You gentlemen, if you road the papers, know exactly
as much as I do about the Iranlan situation. MNr, Snodgréss
kxnows morc about it than I do and he 1s going to talk about
it later. I don't have to diagram that pictﬁre for ydu.

The one thing I would like to emphasize without
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reportefs‘is vhat I bad to say out in‘Gleveland with
reporters 2 couple-weeks ggo: The industry takes a long
Wﬁile in planﬁing 1ts full-page advertisements. They
plan them months ahead and then they get committed to
run them. I am speaking of not only the individual
companics but also the OIIC and I Just want to say what

I said in Cleveland, gentlemen, that some of these state-
ments , "We are the big and strong industry,” ”We can take
care of everyﬁody,” they are very dangerous.

The Secrctary spoke asbout the DJ. He didn't speak
apecifically about committces., I also want to tell the
counscl that I reallze and so do .my associatces, that in
a certaln sense we are living on our fat. _Had{it not‘been
for the Military Petroleum Advisory Board mﬁk;ng an up-to-
date survey of thé-civilian démaﬁd year by yeaf, and fin=-:
ishing it last July, 1f 1t hadn't been for the NPC Steel
Report, if 1t hadn't been for the Aviation Board getting a
report in August, we wouldn't do anywhere near as good a -
job as we arc doing now. iiach month that goes by when we
arc unable to have a good, honest committee system is
going to diminish our ability to work.

The roason ve haven't appointed committoés is because
wo don't want to appoint committecs of the type that have
been suggested to us until we have exhausted every avenue

of trying to get the lind of committees we think we ought
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to have, T+t 1s & vace, whilch 1s going to heppen firet?
Are we going to run out of information and bust up from
lack of ability, or are wc golng to be able to hang on
long enough to do the Job properly.

Honest, éincere suggestions have reached me, that
we ought to have a distribution and marketing division
and that we ought to have a manpower division and we
ought to have a facllitlcs securlty, divislon and that we
ought to have a section to deal with the 0PS, I know
those things.

In our T=rus Bivision wo have 5H square féet poer
person allotted. I have moved out of_my office and put
pino desks in it and T sm sitbing in the clerical offico,
Doing that made 1t pbssible for me to start a National
Gas Production and Processing Division and gave Charlic
Webber two offices down on the second floor,

We are limitéd, gontlemen, not by the'willingness
of Industry people to help us bﬁt by the number of desks
w§ can cram in here.
| Temporarily we arc also limited by funds until the
lat of July, and the Congress hasn't treated the new
appropriation yet,

| There are a lot of things we know we ought to-do.
There are & lot of volunteers who have offcred ﬁheir

sorvices that we would like to use, Bub please rcmember
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the reason we don't move ahead on things is that we Just
don't have a place for the pdople to sitldown in,

Speaking of people, I ﬁade the pledge when I took
over this job that in recruiting personnel, those who
I had to beg to come here from industry, to them I was
willing to glve an absolute promise as to a definlte
period in which they would serve and I would undertake
to get somebody else when that period of service is over,
It may seem like a short time to you. It seems like
about 10 years to me, but it is actually six months and
I will have to make good‘pretty soon on some of these
pledpges,

I do think we have a filne staff but 1t is mostly a
volunﬁary stalf and the enlistment terms eare rather short.
T will be asking you from time to time for help in replac-
ing the staff,

Finélly, I want to discuss briefly the construction
order NPA issued lastlFriday'which I am Sure you all read,
we broadened the ban agalnst construction éo that 1t covered
nearly everything end it specifically included pipelinss;
That might have looked like the grabbing of Jurisdiction
awey from the Petroleum Administration for Defense, but
it wasn't, We knew that a construction order was going
to issue.  Wo have in prepsration here a pleco of paper

which you must use in Govermment, of course, to process




constructlion projeats.

I have the two-page written assurance of Manley
Flelschmann dellivered to me last night that he recog=
nized our full responsiﬁility in the fileld of oil and
gas and that we have only to submit a proper construction
order, and all of those authoritiles which were apparently
talen by NPA will belmck at PAD, As soon as we can draft
the order we will be back in business again.

That is all I heve, Mr, Chalirman.

{Applause. )

CHAIRMAN HALLANAN: - Arc there any gquestlons, gentle-
men? ” |

MR, MAJEWSKI: This newspaper really had fhe inside
on that meeting. I think I ought to tell you everything
when I see you privetely but I do want to tell this group
of my colleagues that Bruce Brown made 2 tremehdous defense
of this industry and that he said that he wasn't goling to
assumd the responsiblility and he hoped it never would be
nls, to begin rationing petroleum to 150 million people in
fhe Unlted States.

As long as we have guys around here lile him and fel-

lows like Marshall giving Bruce this encouragement, I don't

think we have anything %o worry sbout. But this railoning,
General Harrison sald that you ecan elways ration, but you

don't get the steel.



T think Bruce 13 too modest, and he can't take &
side in 1bt, but he really stood up well for this indus-
try and I know we all want to thank hdm.

{ Applause.) |

MR, BROWN: The Chairman suggested that we cover :
Agenda Point O.

o T
SUPPLY AND DEMAND FORECAST FOR 1951

MR, BROWN: Mr, Frame lis a.way‘.

T will eall on Mr. Ceeil Burrill, Supply end Demsnd
in the United States only and for the years 1951 and the
firzt part of 1852, |

MR, BURRILL: In the first quarter of 1951 the total
demand for petroleum was 13 per cent greater than during
the same periocd last year. Factors conbribubting to this
lerge demand were the increase Iin milltary requirements,
the impetus of the mobllization program on the industrial
'economy and the large lncreases in the numbers of auto-
mobiles, heating units, dilesel locomobives and other oll=
consuming equipment.

The gasoline demand was exceptionally high, averag-
ing 13.2 per cent ahead of the first quarter of 1950.

For the yeer 1951, higher mllitary liftings of avia-
tion gasoline, the opergtion of five milllon new passenger

cars and the high personal lncome of consumers wlll sus~
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tain demands at.high levels,

The 1950~51 winter ﬁeather was approximately 3.9
per cent warmer than normal but even so, the weather was
colder than it had been for several years, thereby helping
to raise the demond for distillates, to 19.8 per cent
above the first quarter last year,

Regidual demend was up 3.5 per cent in the firsé
quartér.

Lpoking at the demand for 1051 as d whole, the prog-
pocts arc almost as bright as in the first quarter, The
total demand for the year is estimated to be 10 pér cent
above 1950, Broken down by principél‘products, the de-
mands are expected to be as follows;  Gaso1ine -=- these
are percentage increases -- l1l2.13 kerosens, O.43 distll-
latés, 14; and residuel, ?.8, with an average for all
products, accrued end products, of 10 per cent,

Total demand in the first quarter of 1952 was ex-
pected to exceed the first quarter of 1951 by five per
cent, |

In order Lo meet theée demands, erudc and nalbural gaso-
lene produétion, as well as imports, must reach all-time
high levels. Domestle crude productlon for 1950 aveoraged
5,402,000 barrels a day. For 1951, domestic crude produc—
tion éhould average 6,065,000 barvels per dey In order to

meet the démand, This represcnts & 12,§‘per cent increasc
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over 1950, but Lo less than the present producilon rate
of approximately 6,150,000, |

Production of this magnitude can be maintained through-
out the years, The peak regulrements for domestie crude
in 1951 occur in the third and fourth gquerter and are
épproximately 6,160,000 barrels a day.

Crude prbductiﬁn required in the sécond quarter 18
approximately the same as in the first quarter of this
yeer, Naturally gasoline'liquids production 1s expected
to reach a high of 580,000 barrels a day in the fourth
quarter, | |

In 1951, imporits are expected to average 950,000 
barrels per -ae.y, up 8 1ittle over 100,000 from 1950, and
1,010,000 barrels a day, and 1,045,000 barrels a.day in
the fourth quartor of this yoar and the Pirst quarter of
.next year, respectlvely.

At March 31, 1051, stocks of all products with the
exception of reslduals were at adequate levels to meet
demands. Distillate stoeks should be higher 1ln 1951 than
in 1950, These stocks were 78,000,000 barrels at the
close of the third quarter of 1950. Théy should be ai
least 88,000,000 bharrels on September 30, 1951,

It 1s expected that & peak of 95 to 100 mllilion
barrels of distillatés wlll be reached in November, 1951,

before winter stock drafts begin, We belleve the industfy
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wiil be capable of storing this amount.

In addltlon to these primery stocks 1t will be
necessary to lave as much secondery and consumers-stor&ge
ag possible at the beginning of the season, in order to
avold dilfficultles during the“i951—52 winter,

Residual stocks are too low in all districts and an
leffort_should be made to increase ﬁhem to at least 50 mil~
1ion‘barrels in ths'ﬁnited Statés by the end of the third
quarter.

Lven though stocks of the ahove four major products
are expected to be higher by 13 million barrels, on March
31, 1952, than at the same time thils year, In terms of

- day's supply, stocks on both detes were the same} namely,
38 days on the average.

crude stocks reached & low of 232,8 million barrels on
March 24,'1951, and are presently 242.5 milllon, We feel
that total crude stocks should be raised to at least 250
milllon in the Uhited States ag socon as possible to allow
a smell margin of safety, whiech doos not now exist.
| Crude runs are expected to be 6,425,000 barrcls a
day, on the avérage, in 1951} This is 686,000 higher
fhan in 1950, or an increase of 12 per cent.

In thé fourth quarter of 1951 it will be neceséary
to run 6,556,000, an all-time high for any quarter.

Based on the increase In reflning capaclty expected
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to take place this year, runs &t this level will wrepre-

sent epproximately 91 per cent of total capacity, which

is almost as much as can be sustained over a long period

of time,

Tt will be necessary. to run 6,005,000 barrels a day
in the first quarter of 1952 to meet the demands and end
the quartér with the stock levels sufficient ﬁo cérry on
in 1952, |

Based upon the runs Jjust mentloned the industry is

. expected to operate at the following rates of capacity =-

and these are by quarters: During the first quafter of
this year, 93.2, In the second quarter, 88.6. In the
third quarter, 90.6, and in the_fdurth quarter, 91.5,
and in the first quarter of next year, ol.

If these runs take place and in view of the stook
changes and the demands the yields of products do nob Beém
to be unreasonable, the gasoline yleld on the average for.
1951 will te a 1llttle highor -- 43.4% compared with 43.1
the previous year =-- kerosene the sawme. Distlllate one
pércéntage point higher; residual, a llttle bit less, and
all other‘products glightly less. -

MR, WILSON: Are those percentages of capaclty at the
begiming of the gquarter or of the average capacllty durihg
the gquarteor?

MR, MAJEWSEI: I think this is a blueprint that we
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ought to know about.

MR..BﬁRRILL: We will make 1t available,

It will be necessary to reach a gasoline yield of 35.1
per cent in the fourth quarter of 1951. 'In the first quarter
of 1952 1t will be necessary to produce 21.9 per cent dis-
tillates and 20,7 per cent of residuals.

Now by way of & very brief summary, thls foreccast indi- .
cates the industry must operate in 1951 and the first quarter
of 1952 at levels near capacity. In the absence of no more
Iranlen situation and no more substantial shifts from oll
to gas, because of the shortage in gaes mentioned by Mr.
Brown, we do not see product shortages from a productionr
‘stanépoint.

Although transportation facilities will be taxes in
the winter months, spot shortages or tight sltuatlons could
easlly cccur because of weather condlitlons affecting trang-

‘ portation facilifies, bringing about temporary product
-shortages in heating oils and LPG; on the Bast Coast and
the Mid West,

Therefore 1t is imperative‘to transport as much ag
posalble to terminals during the summor months., All
gsecondary and consumer storage should be filled to capaclty
by the beginning of the heating season.

" In this way, we bolieve the industry will be able to

meet the demands placed upon it next winter.




63
i3
CHAIRMAN HALLANAN Thank-you, Mr, Burrill. That is
a very interesting rcport.

MR, BROWN: Mr, Reild Brazell.

TETRA-ETﬁiL LEAD sITUﬁTION

MR. BRAZELL: I see T am supposed o talk about tetra-
ethyl lead. |

I think theve has been a lot of conversation about b,
both by you folks and by us, e made & trip around the
couﬁtry, you know, talking overy day for Pive days about
how much there "wasn't" available and 1t is still that same
vay. | |

Perhaps I should give you a few vitel statistlcs about
this thing: There are 220 purchasers of lead in thﬂ_United'
States, Fifty-four of those 220, using 91 per ceant of the
tbtal amount., One hundred siﬁty—éix of those 220 used one
million pounds or less. To get them off our necks and teke
care of the little guys provided for In the defense act, we
set that up on a one milllion pound deal so that they would
get oz much as they used last year, up to the one million
pounds.

We have had out of those 220 people, 120 applications
for-adqutment under Section IV, which 1s a pretty éood
percentage. You can see that the refineries are not a bit

nesitant about esking for more.
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Something elsc that would be of interest to you, 84
of those 120 were people who got or used less than one

mlllion pounds last year, so they plan to increase quite
a little bit.

That 18 aboubt 70 per .cent of the total.

However, 36 of the 54 bit ones did ask for adjust-
ments, which 1s about two-thirds of them,

We have processed out df those 120 applications and

~sent out, 80 answers, The remainder that we have are

malnly made up of real small operators and some of them
are‘péople who haven}t supplied sufficient Informatlon.
Our‘kitty 1s pretty well used up but I think 1t I1s
going to stretch out and do all right.
We have had a mumber of folks who have told us that
the octane numbers had not come down. Well, about every

hour on the hour,a fey days after the order went into

6}

effcet, people were not taking samples in service statlons

and obviously thoy were not golng to get the right BISWOL s,

I have talked to most of the big companlies and iittle

companies and each one says that they have reduced but the

other guy hasn't, I think when we get another survey
through in the next short while that we will f£ind the
octane number has come down.

We don't want it to cbms‘down particulaflyrany more

than it Just has to. we want you fellows to continue to
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devige new ways end means of meking hilgher quallty prod.-
ucts and puL in more equipmenb if you can to make mors
high octane products we can use when, ag and if it becomes
nocessary ln an all~out shooting war.
| I don't think I have much more to say about the sub-

jeéﬁ. -If you heve any questions, I will attémpt to
answer them.,

. CHATRMAN HALLANAN: Are there any guestions, gentleQ
men,i of Mr. Brazell?

(Applauséa)

MR. BROWN: Mr: C. Stribling Snodgrass is our Assist-
ant Deputy in chaﬁga of Foreign Oil Operations,  He is
here with us and-we have-asked him to discuss the Iranlan

situation.

Mr, Snodgrass.

LERERF LY

© IRANIAN STTUATION W.IZ'lLIhESPLCI‘TO
QPOSSIBLE EFFL‘(..T ON U. S. _SuPsﬁf AND DEMAND
O, SNODGRASS: Mr, Chailrman and gentlemen of the
gounsels You may be interested in a little brilef hlstor¢=
cal summafy as we see i, of the position in Iran Which
has recelved wide publicity in the last few weekse_
The difficulties stem from a drivé to nationalize

the facilities of the Anglo-Iranian 01l Company within

Irsn. The company was plunged into turmoil on Marech 7
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whon the then Premier was assassinsted because he op-

posced natlonallzatlon.

on March 14, the Parliamonﬁ voted unanimously for
nationalization and appolnted a committee to work oud
the deteils and on March 20, the new Premier, who had
been fran's Ambassador to this country some years past,
formed & cobilnet and immediately dcelared martlal law o
end the riloting which was spreading.

Sterting at March 26, strilkes and disturbances in tho
oil_fields.and loading terminals began to interfere with
the normal opcraﬁions of the Anglo-Iranian facilltles.
Ccrude production was in the range of 700,000 bﬁrrels
daily, at thﬁt time.

‘Just as a thumbnail comparison, our estimates for

1951 indicate that the foreign crude oll production, in-

cluding some 900,000 barrels ﬁ day from Russia and its
satellites behing the iron curtein, total about 5,650,000
barrcls a day, which comes pretty close to the estimated
domestic production of some 5,900,000 baerrelis a day.
These disturbances cbﬁtinued and resulted in reduced
ecrude loedings at the terminaie The critical poinﬁlwas
reached April 14 when labor disturbances brought about a
reduction at the Abadan Refinery from its normal opcrab-
ing raté to about oné—fifth, with operatilons being maln-

tained at that level throygh supervising personnel angd
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about 3300 Iraﬁians vho reported for work., That compares
with the normal staff at the refinery of about 30,000,
The reduced rate continued for about 10 days with gradpal
improvemepts a3 more men returned to work,

During the perlocd of the reduced runs we estimate

'thﬂt approximately 7 mlillion barrels of products were

lost, That much produétion was lost., It was a loss which
we could 111l afford ln vliew of the stogk position, world-
wide. N

Crude through-put has continued to climb, Aécording
to our Informetlon, during the last few days the runs
have been near normal, the complete range of products
keing produced. |

Wow the hearﬁening news of the resumption of refinery
operationg was dampened on Aprll 27 whén the Premier sub-
mitted his resignation. ne was a mpderate man and. resigned
in pfotest apparently to the nationalization blll, it having
Yeen railroaded through the parlilament wilthout consultation
with the government.

Dr. Mosaugus Chalrman of the 011 Comnitiee was

nemed Premier and his government repeatedly said that they

eongldered the facllities of Anglo-Iranian were nationalized
ags of Merch 20,
They consider this to be nationalization rather than

confiscation since they proposc to pay compensatilon to
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Anglo-Ivenian for the changes they deslre to make,

It is impossible Ho predict the course of events Iin

' the wecks to come sinece the entire nationalization pro-

gram ﬁas been accompanied by & high degree of cmotlonalism.
In this type'of atmosphere posglble further intefruptions
including reduction of refinery operatlons are definitely
within the realm of possibllity.

It seems quite certaiﬁ that the interruption to the
operations at were dlrectly attributable to communilst
sctivities, They secem to bé doing pretty well at the
moment. When they choose; they can move agaln.

As mentiloned éarlier, the paritlal stoppage resulted
in the loss of some f milllon barrels 6f products to the
world petrolecum tradef

Thé impact of this loss according to our information .
resulted in a flurry of inguiries looking to product pur-
chascs on the United States Gulfl, Eaét-coast and West Coast
of the United States.

You are all familiar with the positibn of the PAD
regarding the need for expansion of refining facllities.
You heard further of that today. |

Th@.&badanrﬂtoppage highligﬁﬁs the atoppage Iin world
operations and points up the fact that there 1s not avell-
able sny sppreciable cushion to make up for a loss reosuli-

ing from the shut-down of aﬁy major refining facillty 1in




bl9

the world.,

Rapid growth of demsnd in the foreign areas as well
a8 at home has pushed forelgn refineries to operate at
all-out rates,

You might cite the case of the European refinlng
program which only two years ago appeared torbe very am-
bitious indeed and 1s now coming into operation, oil
plants operating at capaclty for the most part.

In view of these factors and in view of the growing
dependence on oil in the.rearmément programs, the Govern-
ment ia waﬁching the Iranian middle esastern situvation
closely and with‘great interest.

Laét week we met with representatives of United-
Sﬁates companies operating abroad to consider poésible
remedial action -~ action to assure the meintenance of -
adequate supplies of petrolgum products for ossentlal use,
A draft of & voluntary agreecment has been drawn and gen-
erally approved by the companles concerne&. We hope by
ths-end of this weék to have a.completed draft of &
voluntery agreement which can then be carrled forward
to the Justice Depariment.

Thank you gentlemen.

(Applause.)

CHAIRMAN HALLANAN: Are there aﬁy queostlions you

degire to ask Mr. Snodgrass?
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MR. RUSSEL BROWN: I wonder if I could ask one ques -
tion of Mr, Bureill, first. I notice Mr, Bﬁrrill estbi-~
mated the inerease in imports., I jusi wanted to make an
inquirylupon What‘that is bhased, How did you deﬁermiﬁe the
increases?

MR, BURRILL: It was determined upon the much higher

levels of demand in the United States, on United 3tates

 erude and that 1s all. It wasn't a residusl figure., It

wasn!t a mathematical calculation, if that is what you
have_in mind.

MR, RUSSEL BROWN: Thank you, Mr. Burrill, I just
wondered, I didn't find any basls for thalt bocause our
domestlc sltuation ls more favorable than it has been for
sometlime,

Now, Mr, andgrasa, you working with the Materials

Division, have you made estimates of steel requlroments

 for oil production and refining outside of the Unlted States?

MR, SNODGRASS: Those estimates, Mr, Brown, are made
on the basis of the requirements wﬁich are presented to us
by the companiecs operating abroad, which requirements are
congidered in the light of programs approved, not just by
PAD but by an inter-agency group comprlsing the State Depart-
mont, the Defense Department, the ECA, the 0IT, the National
Productlon Administration. Aftér those general programs

neve been approved, then consideration is given within FAD
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of the possible impact of those forelgn meterisl requlre-
ments on domestic material regqulreoments for gas as well as
for oll,

MR, WILSON: Obviously the replacement of the Adadan
capaclty will be difficult and slow., How about rep1acement
of the crude. How much of that 700,000 barrels a day 1f it
ghould be cut off could be qulckly replaced by other fovelgh
sources,'and particularly middle castern sources? Is there
a substantial spare_producing capacity 1f you have the
Tangiers and all to take care of most of that,

MR, SWODGRASS: Yes, sir, That is assuming that the
action which caused the stoppage of supplies from Iran
would not affect the adjacent produecing areas.

MR, WILSON: Would you say most of it could be replaced
falrly promptly?

MR. SNODGRASS: Yes, assuming materlals could be there,

MR, RUSSEL BROWN: I am not sure you brought cut sufl-
ficiently definitely- that the question ié reflning capacity,
The;thing wo hate to loss most at this time is reflnery
capacity. You can'nbt do anythihg but wait a céuple years
to replaée that. |

| CHAIRMAN HALLAWAN: Are there other questlons?

MR, DUKE: I would 1like to correct a statement I made

in a recent letter I wrobe to certaln pecople in this roome-

That is that the Iramco concession was extended for only an




additional six months. I got that information from
Constantine Brown., I find what they really did wes re~
affirm the Iramco concession for the full pericd to 1993,
and what Constantine Brown referred to was the renewal of
the airport agreenent at Iran, I wanted to correct that,
I will h@ve to send another letter to the same people.

COAIRMAN HALLANAN:'.Thank you very mudh, Mr, Snodgrassa

MR, BROWN: Mr. Dene B. Hodges, Director of our Trang-
portation Divislon,

REPORT OF TRANSPORTATION STUDY

MR. HODGES: I think a number of you know that we
have been conducting a rather detsiled study of the trans-
portation requirements of the industry. Some of you may
have wondered why that was necessery in view of the Natlonal
Petfoleum Gouncil"é report. The reaaon‘is that we dred
locking ahead into 1952. Mr, Spencer's excellent report
covered the situation at the time it was submitbed and has
been serving as a basils for what we have been dolng to date.
But we wore most ahxiouS'fo document the needs of the
industry for all types of transportation facllities far
enough ih advance =0 that the necessary lead tlmes on
materials could he immediate.-

We have had to go into the questlon of estimating

demands, both domestic and to some extent forelgn, because

foreign demands enter into the Tangiler requirements plcture.
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We have some 20 peoble who have boen working on that
study sinee the middle part or the latter partof February
under the directilon of John Boatwright and Minor Jamison.
both of whom have been borrowed on a cdnsultant baszis,
Some are personal employees who will remain in the Supply
and Trénsportation Division after this study is completed.

The experts, if you will, havé-been borroved from
industry and will be released to their cdmpahies ﬁhen the
study is flnished.

The wofk to date has consisted mainly-in determining
supply and demand , looking ahcad as far as wé feagibly
gan, bfeaking that demand pleture down into the areas
that are necessafg in order to relate plpeline transporta-
tlon to that deﬁand, in respect fo products lines; tank
cars, trucks and all the rest of it,

That phase of the work is now Just about finished
and we hope over the next 30 days to be able to translato
that'iﬁto transportation requirements and come uﬁ with a
pieture on the requirements of tThe petroleun industry tha£
will be so thoroughly documented that we hope WPA cannot
question eny of the things that we ask for insofar as the
éssentiality of those facilities is concerned.

T would like to say a word or two ébout storage. Wo
have been getting'a great number of requests from various

countries asking for priority ratings on storage projects.
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We are malting every effort bto gelt addlitlonal steel
for storage construction, Actually,-durihg the first

threc or four months of thils year, the tank fabricators

suffered vather badly, I thlnk, We have refuscd to

adopt the policy of trying to rate individual projects
on an essentlality basis, It wouldn't meke any more .
storage avallable to industry because we leap-Ifrogged
one stovage tank over another. Our best bet is to get
enough steol so that the tanks that are on order can be
built.at an earlier date, The best informatlion we can
get 13 that the lndustry would like to bulld something
like 80/million barrels of storage. If we start trying
to process each individusal tank that is involved in that,
we‘get into & tremendous job that we just won'e be éble
to handle,

We do have, however, two storage projects that ﬁe are
attempting to program, and do something about. One is
storage at terminals that are close to navigatlion during
the winter scsson., That wlll not be an individual projeet
or will not provide an individual priority but we hopo we
can arrange some kind of a prograum thet will aasure the
erection of storage at those marine terminals this swmer
in time to assure thatrstorage being £illed before next
winter's demand, | |

I think that offefs probably the gréatest saving 1in

transportation of any storage facilitles that can be put
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up.

The other project that we are only noi getting started
on concerns pressure storage for liguified petroleum gas,
And there again we hope as an industry matter that we can
get preference'giﬁen to stecl for that type of storage
because again that offers a great opportunity for trans-
portation savings if 1t can be erected in time to be

filled when tank cars are avellable thls sumner rather

~than having to. depend ubon tank cars next winter for maln-

" taining the supply in outlying oreas,

T think that covers the major projects of the Supply
and Transportation Division right nov. |

Thank you, gentlemen. '

( Applause, ) |

MR. SPSNCUR: You mentionod the fact that the PAD
study group is carrying out a study of transportation
and 1t is well underﬁay.

Will that study in whole or in part be made avallable
to the WPC transportation committees to work on the trans-
portation problems of the milliom barrels, and so forth?

MR, HODGES: We hope we can make a greét part of that
study available to lndustry generally., It 18 something
Industry has to deal wilth. It won't do the Govermment or
irdustry much good 1f we haﬁe;tq keep it locked up., Parts

of it will undoubtedly be restricted and parts will perheps
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even have a highsr clagsification bul the basis of it we
hope to be eble to clreulabte pretty widely and certalnly
anything that is not classified beyond the restrilcted
range I should think the NPC Commibttee ecould certainly
see;

MR, SPENCER: To the extent that that is posslble it
wi;l not only save a lot of time, it willl save a great
duplication of effort and I urge PAD go as fér ag. they can
In that direction.

.MR, BROWN: We are having distributed now a document
we got up primarily for the congressional commlttees but
I thought you might be interested ih it. If you are not
you can leave it., The last sheet of it shows our organlza-
tion chart.

The most interesting part of it I think is that we have
shown division by division the name of the individual fill-
ing a job, the name of the Job, whether he 1s a without-
compensation employee or a classified employee, and where
he came from. |

T am awful proud of that part of it because, well, 1t
shows up best in the large divisions like the Materlals
Division. Look at the Materials-Division; You will find
that this staff we have 1s not domlnated by any group but
is very bradly and wildely spread out. We got it up to

show that as a simple truth., We have been complimented a
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little bit by some of the Congressmen who were amazed

when they read some of these names and some of the places

these people came froum.

' We hope to keep 1t that way as long as we have to have
one of these things.

Mr. Elmer Batzell, who was Specisl fssistant to
Raiph Davies in the last conflict is now our Finance
Counsellor, Mr, Babzell 1s golng to talk about Necesslty
Certificates{

~ RuPORT ON NECESSITY CERTIFICATES

MR, BATZELL: This Necessity Certificatc situation
must have appeared to some of you as the off agaln on agaln
gone égain Finnigan arrangement in some respects and to
certain rvespects thalt 1s very much the case,

I want to oubline boday to you just a little bit,
however, what we have done and why we think we have done
that,

As you know, the finaly recomnending authority ﬁith :
respect to Necessity Certificates rests not in our hands
but rcsts at the present time with the Defense Production
Adwminiatration.

Tt was transferred there from the NSRB and in the
Proeess of'the transfer, a very important segument relating
to problems of termination was casually “omitted from the

delegation of authority and that rests no place at the
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particular moment,

Talking to the affirﬁative side, however, we have

attempted to develop here by brenches of the industry,
o series of standards by which we could proccss the ap-
plications for Necesslty Certificatea within the statu-
tory-provisions of the amendment to the Internal Revenue
Code.

We have tried to do that on tho basic principie.that
the job Was.to equate.so far as pogsible the financial
risks, the financial hazards, back to the pro-Korcan tax
structure. In other words,‘maintain to the extent possible
the same incentlves to insﬁall new facllities or erect
new construction as existed prior o ﬁhe present‘conflict‘
in Kores end prior to the recent amendment to the Income
Tax Law ralsing the general rates,

We have done that for each branch‘ef the industry
through a series of standards, and those formed what_We
ecall our baslc standards which we apply in the processing
of cases and through which we determine those partial
amortization recommendations, the percentage recommenda-
tions, in other words, that we recommend to the PAD,

That was done first for refining and has been followed
by standards for transportation insofar as the PAD has
responéiﬁility for traneportation. It is also by

standards for natural gasoline recovery and there is in
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the procoss certaln specific standards for gas transmis-
sion ~~ pipelines. |

Now those basic stendards are the standards which
wili be applied ecross the board in this attempt to
eguate out thils economiq adjustment created by the revised
income ﬁax law,

VThere willl be specialized cirvcumstances where par-
ticuwlar facilities have shorter economic or physical
life vhich we recognlze to be very real aSpécts of our
problem in meeting supply. In Ehose elrcumstances, the
standards generally call for higher percentages thanlthe
base.percentages_toiwhich I have_made réference.

Ndﬁ sll of this percentage arrangement 1s psrhaps &
1ittle unfamiliar. It existed only in the last phases of
World War II, but the statute at thls time was very specific
in terms of the authorizatilion of these partilal certifica-
tions and undoubtedly ave aware from the reports of the
Maybank Committee and elsewhere, that considerable atfenr
tion is being given by the Congress to this handling of the
NWecesslty Certificate problem.

Tt is our belief that if we can provide common standards
;hich maintaln the inecentives, we are discharging precisgly
what the Congresé intended to be discharged when 1t wrote
that Necessity Certificate amendment In to the income tax

laws. We propose, so far as 1t 1s possible for us to do 8o,
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to maintain these standavds éonsistantly in our operaticns.

There will, of course, be modifications in the future
of these exdisting standards as we face more and more the
particular programg with whlch you are dealing.  But the
baglc prineciples will, I believe, be meintained the sawme
in the absence of the stetutory amendment,

We think that we have developed here a system which
is compleﬁely gound., We feel from the remarks that have
been made in other agencies that we have developed a
system which will probably serve as a guide post to many
others which have no, at least recasonable bagis for handilng
this prdbleﬁ and have been-so bitterly erlticized therefor,

We propose 33 soon &3 it is poésible to do so =-- and
it is in.process right nowy -~ to bring together all of
these separate sets of standards, put them into a nice
cdntact Torm . and meke them available so that in actuality
and 1n reality, everyone can undersitand preclsely how we
aré dolng 1t ahd why we are going 1lt. :

Thank you.

(Applausé.)

MR, BROWN: Are therelany questlons of Mr, Batzell?

MR, SKEIIXY: Does your orgenization recommend or favor
the money used fqr these facilities being borrowved from the
vaernment? Where the industry spends its own money, do

you give them a break tax-wise?
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MR. BATZELL: I believe it s much better not to
borrow from the Government if it is possible to avold it.
With regard to the Nocessity Certificate, it i1s on the
same basils whether you are borroﬁing‘from the Government
or not., The problem of a loan risk, and the taking on
of an economlc hazard is the same.

MR, SKELLY: 7You wouldn't differentiate when the
cdmpany borrows from the Government?

MR, BATZELL: To.

‘MR, SKELLY: What percentage of these expendltures
aro Government borrowings?

. MR, BATZELL: As far as I know, at the present time,
I think there are only three defense loans,

Mr, Brown tells me that there arve two for the Alr
Force and ome to rehabilitate allocation planta,

MR, SKELIY: I wonder i1f it wouldn't be cmbarrassing
for the 1ndustrj to be borrowing too much from the Govern~
ment and getting tgo much of a tax allowance, Is there
anything in that? |

I'R. BATZELL?_ I think at the present time we have
been awful tough from the credit standpoint here and we
propose to continue that way.

One point is that ihsofar as a facilify guch as a
natural gasoline plant is concerned, it might be entitled

to & depletion allowance also. It has been our policy
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‘ot Lo reconmend the accelerated amortlzation if the

facilit# id depreciable. If the operator so elects
to take it, theﬁ it is treated as any other facility,

MR, SKELLY: It scems to some people thatlperhaps
iﬁ Js unfalr competition te borrow from the Govermment
and -get a big tax reduction. Is there anything to that?

MB. BATZEL: TWe havenft had the problem of anybody
borrowing a lot of noney from the Government. I am hope-
ful of not getiing that.

MR, MAJEWSKI: Isrthe answer no?

MR, BATZULL: On the loan side of it?
MR, MAJEWSKI: INo, on the amortlzation side.,
. MR, BATZELL: No, that is not so.

MR, MAJEWSKI: There is stiil some hope for people
who invest thelr own money, then, for war purposss, thet
there might be some "yesfs",

MR, BATZELL: So far as the Necessity Certificate i1s
concerned, the anawer ls yes, 1f you meet the standards.

MR, MAJEWSKI: I wondered if Mr. Skelly was perhaps
referring to the RFG?

MR, BROWN: I would like to talk a little more on 1t
because it is an intefeating tople. .

Elmer has told you that we have rejected all loans
except three, twa related to storage that was going to be

built for lease tothe Air Force -- maybe 1t was the Defcnse
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Department, The other was to rehabilltate an allocation
unit. We will make loans to rehabilitate allocatlon
unita. |

First I should say this, and 1t seems to be widely
misunderstood: The Defensc Productlon Act provided money
that could be loaned. The only money we have Lo recom-

mend to be loaned is the money in the Defense Production

“Aet, and by definitlon in the Defense Production Act you

can't make such a loan unless the man can't get the money
anyvhere elsc and you still think that 1t 1s egsential
that he build whatever it is he wants to bulld.

Woe have taken the position and I hope we can stlck

_with it, that vhile we need basic refining capacity --

and we have saild we do -~ that we don't need it so badly

that we ought to take dollars that the Congress latended

_ to use for rockets or for making trick alrplanes, and

Just build up the petroleum economy of the country with
defense dollaré. We think industry ought to be strong,
enough and virile enough -; and I mean Both the small
and large segments -- to buiid their refineriles without
using bloody dollars;

Jow the RFC 1s 2 banking institutiﬁn and will only
loan a éertain per cent of the financlal investment. We
think that is fine. We have recommended févorably guitc

a few projects., We have sald, "It is all right for you
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to loan them money in our opinlon because they are golng
to contribute to the program," but those are bankable types
of loans and we hope to stay on that basis,

We have turned down, of course, all loans for produc-
tion, WG'wouldn't make a loan for production beéause we
don't think the thing that is holding back produétion In
thls country is lack of money. It is lack of material.

MR, SKELIY: T was not thinking of the RFC at all,

We have never borrowed any money from the Government, We
dld try once and failed, way back in Bruce's day when they
were making these loansg to anybody,  regardless of how sound
it was. I am not speaking from the standpoint'of a horrower,
We might want to spend & 1ittle money and add a smell
facillty, but I am wondering if thg tax sltuatlon would

be Jﬁst as gqod where you apend your own money &s where

- you borrow from the Govermment, This taxing is a pretiy

involved thing snd I was wondering 1f the little fellow
who spends e small amount of money would get as favorable
a tax conslderation -- talking about five years amortiza-
tion on that sort of thing and building up refining capacity
-~ anybody can come to the Government aqd put in en applica-
tion to build refineries, or pool halls or hotels or a lot
of things,

I wasn't thinking about the RFC, I don't think it is

a bonking proposition, at all -- I dldn't intend to get
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facetioﬁs about this thing,.but I Just expressed myselfl
in a mild way that I wented the small operator to get the
same broak as the blg fellows,

You know, during the last war the Govermment loaned a
“lot of money and thon after the war.was over they bought
these facilities for little or nothing, 'e,r.;dl T mean little
or nothing. I dildn't think that was very fair competition
in a freedwheeiing economy for the fellow who didn't have
thoselloans to be able to buy something for a very small
amount, I Just wanted to bring up something for you to
think about. I Jjust hope you arec not going to loan a Lot
of money to a lobt of these fellows who are getting out of
the gembling business, now,. they may be wanting to borrow
some money to bulld s refinery. !

Pardon me for bringipg up that guestion but it might
be something worthwhilé to think about.

(Applause.)

MRuVMﬂJEWSKI: Could I_ask Mr, Brown this questilon:
Do you have the limiit of applicatlons in on thls million
barrels of expansion?

IMR. BRUCE BROWN: It takes a long whille to go through
and make all your computations and make your decislons.
What we did do was add up the numbers and we found ﬁhﬁt the
total barrels of basie refining capaclty for which certlifi-

cates had been requested was over one million barrels.
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It will take us weeks -- I don't know Just hdw‘many
weeks, but weeks -- to dlg through those things and pro-
cess them,

MR. BATZELL: There 1s another factor in it. For
example, DPA- lost é lot of files and they are Jjust coming
over and that is going to add to those weeks. |

Another factor that is in it i3 that with the mater-
18l situation as it is and with the construction order
legsued by the NPA as you know, and'with.ourselves belng
in the position of issuing another bne, there will proba-
bly be a gearing together to a closer extent of the gctual
barrels in the ability to get the plants going, actually,
in terms, than there has been in the past. Both of those
factors will have some bearing on it.

MR._BRUCE BROWN: Mr, Frank A; Watts works 85 hours
8 wook except some weoks he_works‘90.

I don't think anybody will ever kuow, wvho hasn't been
here watching him, how much the industry owes to Frank
Watts, I take gféat pleasure in introducing him.

V(Applause.)
REPORT ON MATERIALS

MR, WATTS: Thank you, Bruce., I don't féel worthy
of the compliment you have pald me,

Last Japuary when we met in this same room, we fore-

cast that in the months Just ahead, that we were going
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through a'rather dislocatod and probably somevhat chaotic
period with respect-to materials because we all know that
the demand for materials during the period we have Just
been through and the period we are just going to go through
is considerably greater than the_supply;

The forecasts were made then, of course, and have
become realities, It ls my prediction today that pfobably
until November of this year we wlll be going through a
perliod of dislocation which at times will reach a rather
chaotic stage, ilnsofar as materials are concerned, because
of a greater demand than supply. |

That of course i Juét part of thg price we pay for
the privilege of living in this country, and it ls a result,
of course, of tﬁé different competing forces vyingﬁfor T
meterials which th@yfregard as belng extremely essenllal
in their particular lndustry or line of endeavor,

We heard this ﬁorning, of course, from President.
Truman, from Charles Wilson, from Secretary Chapman and
from Menley Fleischmann, all speakling elther directly or
indirectly witﬁ respect to materialsg, Some of the thlngs
they =sald make it necésSary or advlisahle for me to make
one or two remarks tﬁat are golng to affect your businesses
and relatlons with Government in the perlod just ahead.

Last Jénuary we talked about tubular goods and the

need for increasing:the supply. The reosult was M-16, which
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not only was the insbrument that mede i1t poaslble for
PAD to provide procedurss or work wlth WPA, who 1n turn
wofked with the mills to provide procedures to lncrease
the production of oil country tgbular goods, but became
the meditm of effecting distribution of such oll country
tubular goods as were precduced. The productiog of oll
coun$ry tubular goods last year,lmost of you will remem-
bor -- when we discussed ;he figure before:it was an
indefinite one that has become definite since then.

The United States production of oll country tubular
goods_both fér domestic and export and Canadlen use
averaged about 114,000 tons a month during 1950, 7You
gentlemen will remember that it dropped down to aboub
129,000 tons a month in January and February of_this yoar,
It was during that period that PAD was working aggressively_
with NPA in an effort to roverse the trend. It started back-
ipg'wup in March when 1t Just crossed the 130,000 merk, |
reaching about 132,600 in April and 142;600 in May, and
will reach, based on the best information avallable to us
now, 156,600 in June . |

The program quantities of oil cbuntry tubular goods
that will prbbably be made available for dlstribution
through PAD both for domestic, export and Canadian use,
and including the Elk Hills Naval Reserve of Callfornia,

and a very modest amount for brinc and sulphur wells will
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probably be 150,000 tons minimum in July, Auvgust and
September That flgure has not been confirmed as yot
but- 1t may be durlng today or not later then tomorrow.

M-46 not omnly provided prodedures to effect distri-

“bution of oil country tubular goods, both for wildeat,

from emergeney stocks, but from the normel mill rollings.
Dick Lawton, whom I saw over here some place a
moment ago, has of course been the custodiean insofar ag
convrol of distribution 1ls concerned, I commend Dick
Lawton for playing in the middle of the field and staying .
in the middle of the road-and doing.whﬂt I interpret and
I think all of us interpret from the remarks I have heard
from you gentlemen, a splendid job with regard to offect-
ing distriﬁutidn in the most equitable waﬁ.possible,
(Applausé,) | . 7
Materials ﬁivision, of céurse, serves the Purchasing
Department and goes all-out to get & supply of materials
in the warehouse from which operating divisions meke
deﬁerminations'as to who geﬁs_hoﬁ rmuch and when and then
1t serves as a warchouse department in effecting digtribu-
tion of the materials,
M-46 included, of course, MRO provisions, the faintes
nance, repair and operating provisions, and took the |
petroleumlindustry out of the guota restrlctions which

would haﬁe been necessary under Regulation 4, It is
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reallized, ﬁf course, fully by everyone that it is not
practical for petroleﬁm operators, oll and gas opefators,
to conduct theilr operations ilngofar as maintenance,
repalrs and operating supplies are'concernéd on a quota
basis and thereby the indusiry 1s relleved of that
burdensome task,

M-46 will be emended sooﬁ a2t which time soﬁe of the
MRO resfrictions will be changed and the industry willl be
rolieved of about 50 per cent Oflthﬁ paper work that is
noy necessary under the present M-46 order. |

Mr, Brown referred to the construction order, M-,

which, of course, 1f anybody started the drilling of an

oil or gas well after miidnight Friday, up until last
evening, ahﬁ would require in the use of the drilling of
that well more than 25 ﬁons of steel, I belieﬁe probably
your lecgal department will feil you that you vere in vibm
lation of the law. |

The letter that Mr. Brown referred to, of course, 1s
one that cleérs that question and 1t becomes ngcéssaryﬁ
as Mr, Brown again suggested, for PAD to move forward
finelly with a projeet application order aﬁd form. The
form had beeﬁ-prepared and ready for issuance for a con-
silderable period of time but PAD did not want to releaso
éuoh a form and accompanying order'until 1t was found

absolutely necéssary for the conduet and carrying out of
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the oll and gas Industry, That order wili doubtless be
released probably the latter part of this week énd maybo
not until next week.

The project application form will appear and‘the
order will probably be M-U4&-C.

' CMP Regulation 2 is about to be issued. That is one
of a serieé of slx regulations under the CMP program, the
controlled materials program, CMP Regulatlon 2 is an
Inventory 1imitation order forbidding anyoné to have on
haﬁd more than 45 days® supply of materials of the forms
and shapes as produced originally by the mills,

| Quite obviously, that imposes on oil and gas operators
the siltuation that 1s impossible %o carry ouk., So in order
to relieve the oll and gas indusiries of the necesslty of |
reporting materials on hand and making avallable those
things for sale to someone else that 1s in excess of a
45-dayjsupply, PAD will provide for the oll and gas in-
dustries an” inventory reporting program, an accqmpanying
order which.ﬁill not impose on the industry the restfictionﬁ
that would be as impossible to carry out as the &5~day re-
striction order would be.

During the'fourth quarter of this year as was announced

by Mr. Fleilschmann, we will doubtless go into a complete
coﬁtrolled wmaterials plan, at lesst insofar as cssential

industries, including oil and gas, are concerned,
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Just what we ﬁay do with respect to the third quarter
of this year is =till unkmown. Whether, insofaf ag some
industries, including oil and gas, will go ihto a controlled
materials plan completely or p&rtially is_yet unknown., It
1s believed, however, that inscfar as essential oll and
gas operatlons are concerned, that materials will be availl-
able in sufficient supply for carrying them on. We know,
of coﬁrse,‘that there will be 1in the third Quarter of this
year a desire or wlllinghess on the part of.the industry to -
use mofe materials thén‘it will bhe possgible to méke'available
for their procurement and use, Supply and demand will con-
tinue out of balance and it'will be necesgsary for the |
industries during the period shead ito continue to conserve
the use of materials to the utmost extent and to use these
in the most efficient menner they can and to put the most
essential needs ahead of the less eséential needs, It will
not be pessible under any condltions és far as we can
visuallze now to take eare of all the material necds of
the oll and gas industries of this cduntry during the
third or subsequent_parts. |

Just how nearly we will be sble to bring suppbly aﬁd
demand in balance is difficult to fdrecast'at the moment.
PAD 1s goiﬁé ail oﬁt to justify the minimum needs of
meterials for the industry and to provide procedures to

offect thelr distribution in the most equitable way pos-~
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While I am on my feet I would like Lo express before
this group my appreciatlon for the wonderful help that
Elmer Batzell glves to PAB In the preparation of orders

that I think are regarded in Washington as boing ex-

- eoptionally simple and undersitandable as they affect

the distribution of materlals in the cil and gas indus-

Loy,

Unless there are any questions, that is all.
MR. JACOBSEN: There is one thing I want to ask about

which 15 pipe, I will start off by saying that I lmow

perfeetly well no matter what you do you cannot posslbly

gsatlisfy everybody because there isnft enough pipe to go

around,
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Cochran o, " ) . - : -
Millap No matter how much care you exerclse, you will have a
£ls.WE lot of people who do not think they get the amount of pipe

they should have,

We would like to know aboubt consideration of gome of the
elements that sghould go into the diétribution of piﬁe where
it is needed.

First, vhe thing that should determine, I think, the
distribution of pipe for any operator is whet he needs this
year, not what he needed 1as£ vear, Lagt year 1s taken asg 8
base, It is tfue the operator has to jugtify his needs
thls year also, but if an operator, for instance, happened
to be in @ pogition lagt year of having ended up the'year
with very little inventory because he is through driving his
proven.locétions, then that 0perator'would have an easier bime
getting pipe thig yeaf than the fellow in Just the opposite
posix“-iono |

I wouid make a play for the greateét pessible congldsra=
tion for the proven need for thlg year and in 1952, incidente
ally, when that time comes, And,_furthermore; with respsct
to inventorles, |

Lists of.invantoriES supplied on the questionnaires
that you send out,‘in ful tonnage and so0 on, do not nearly -
tell the picture, 'Obviously anyocne has torhave, 1f he wanﬁs

to continue operating, a working stock,

Now, an outfit that happens to be working in twenty oOr
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thirty different places, obviously will need more in the way
of working stock than a company that operates in one-fifth or
One-sixth of thoge places. My only plea is that realistic
welght he given to those two elements, the actual proven
needs for thls year and also a realistlc appreciation of
inventories, DNot only the way they may be scattered, I

do not mean I am making the plea that you should not transfar
from one place to another 1f you can, We have all dons that,
We have hauled pips from Iouisisna up to the Rocky NMountains
and so on, but the mere tonnage flgure doesn't necessarily
glve the proper piecture with regard to the operating facili-
ties ﬁhat a company nmust have,

My only plea is, asII say, that the needs for this year
rather than last year be given the greater weight and &l so
that realigtic appreciation be taken of inventories to the
extent that they apply to operations in seattered territory.

MR, WATTS: You, of course, were speakiné about oil
country tubular goods and I suggest that the division serve
as a warehouse department and I believe Mr, Brown is.on his
feet to gpeak from the operatinz standpoint,

¥k, BRUCE BROWN: .Can I answer your poinbts as they come
along or do I wait?

MR JACOESEN:No, you better wait., I have one more
question with regard to that same thing._ Mainly, if we get

a cervificate for the pﬁrchase of pipe on Monday nlght, that
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doesn't megn that we have the pipe on Tuegsday morning, In
other words, the inevitable lag that will have to occur bee
tween our getting the right to buy the pipe énd the dellvery
of the pipe, bhat nas to be taken into account oo,

MR, BRUCE BROWN: "I was going to introduce Mr, Lawiom,
Mr, Watts started it and yoﬁ are continuing and I guess
maybe I have waited too long,

Some of the remarks I was going to make may not be in
direect answer to your question, but I will make them anyway
and I will get to your question,

We have another man who-works eighty to ninety hours a
week, He made a mistake of getting a house out in Chevy
Chasgse, which,'as you all know, is right over the District
Line,'so he lives at a hotel down here g0 he ocan do hls work
prqprly._ |

He ig -he man who has had to confront 2700 drilling
programs, and it would be repetitious, but it is worth repes
tition; he has been playing them right down the middle, This
is a tough sitﬁation and there ign't snough pipe,]and we have
to foree the fat boys to use their inventory;"

If you all feel too bad ahout 1t, maybe you didn't
read the fine print in the NPA order and you all probébly
ought to go to Jail in a way for having it more than L5
days,

Now I will call on Mr, Lawton. v
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MR, ITAWTON: I think I ghould probably preface my
remarks by saying that in the third quafter we wxe astounded
to find that we totalled up the PAD 17's and there was &
demand for 1,200,000 tons of tubular goods in the third
quafter. We had roughly 350,006 tons to distribute.

MR. JACOBSEN:That is where the loaves and fighes come in.

MR, LAWION: We started looking arouné for more informa~
tion, For instance, we had 600 reguests from people who did
not drill any wells in 1950, So We'camposed a letter and set
up a supplementary period of two weeks for those folks to come
back, We geunt out a letter asking for the date of their
leage,  In the process we lost five hundred of them, We
did that for this purpésej t0 give you your steel and not the
black market operator, the man who jﬁsﬁ wanted steel,

We found, lo and behold, that there were inventories
of & six months' operating @upply, plus twenty months
beyond that, in some companies, We didn't think that was
fair,

We arrived at a ninety-day invenbtory pogsition as being
fair, Then we-took APTI figures and granted a ninety-day
working supply to each-company in the United States, We
added to thel a ninety-day lnventory of the same amount and
that was the primary alliotment to sach individual operator
in the United States, regardless of his size,

Now, we realize just what you said a few minutes agb,
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that prodocing rrograms don't gtand gbill, You would be
surprised at the number of folks who came in who told the
truth, who redﬁced their yrozram, Some people had to_éxpand
thelr programs anﬁ some just expanded them, We had to get
that water out of it, We are now in that process.

We have asked for maps, cover letters gtating what your

problems and your positions are, and I can tell you, s8ir,

that 1f you are entitled to the pipe, you will get 1it.

Now if, after we have-made these expanded programn
allocations, we find that an individual inventory ls still
too high, he will not get any steel except that irf, on the
point you pointed out, he does have gome welghts in grades
and sizes that he ls short and cannot get along wlthout, in
gpite of his excess inventory we will allocate 1t to him, sir,

In just the last two days, we finished granbing some

extra steel to California and the Gulf Coastb whére we

know extra allocation is necessary, Those allocatlons went

out yesterday. We are going to go bhrough with the supple-
mental allocetions and have them out on the élst of May,

We are golng to make soms migtakes, we know that, but

‘we are going to try to cut them down the middle and give

everybody their part and thet is all they are going to get.:
Thank you.
MR, FRAME: There has already been conglderable dis-

cussion abhout the steel Shortage with which I am sure you
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are all famlliar, Ag part of a program that should aid

in helping this over-all steel shortage, there 1s the.
préblam of inereased scrap collection. The NPA has es-
tablished a branch which is responsible for stimulating
inéreased recovery of serap, Mr, Grebb is here and I would
like for him to explain the problem to you, Mr, Grebb,

MR, GRiBB: QGentlemen of the Councll, 8 few weeks ago
when 1t became apparent that increased expansion of éteél
production facilities could‘not be utilized unless ample
supplieg of iron and steel sérap were made avallable,
National Production Luthority asked me for the Tourth time
to comeubackréo Washington and formulate an iron and steel
gerap prOgraﬁ that would asgsure adeguate supplies Lto meet the
expanded steel production facilities.

To quickly give you the picture and by comparlison, let
me gay fhat there are a great many of you who sre quite
familiar with what took place during the war in our all-out
gcrap drives, At that time, the largest consumption of
purchased serap by the steel industry'amounted to 24,5 million
tons. Last year, purchased scrap amounted to 29,5 million
tons, or an Increase of five miliion tons over the greatest
amount conéumed during'the war yeers., This year, purchased
scfap requirements are ostimated to be at about 32.5 million
tons, and that does not inelude any stocks or any lncrease

in inventories for operations next winter when collections fall
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of'f,

| Ag of today, the industry has an approximate supply of.
21 dayé, With the exception of the United States Steel
Corporation, whosge inventories as of yesterday ran from
five to twelve days. Foﬁndries throughout the nation areion-
8 hand~to-mouth bagig,

In order to put & program together quickly and effi-
ciently, we concluded that industry could do this job itgelf
and with the least number of goverament employees, Therefore,
Mf. Manley Fleischmanﬁ requested Mr, Brown and PAD torassume |
the responsibility of getting the gecrap out of the petroleum
industry, |

Iﬁ'thaﬁ connaotidn.héfappoiﬁted a committee compoged of
Mr, Frame, Mr, Rather, and Frank Wetts, |

.In order that &ou may understend the emergency of thia .
sitﬁation and will take immediéteacfioﬁ about it for M, Brown
and his committee, 1 want to ask the particular head of each
and every operating company to see to it that within ybur
orzanization -- and a great mﬁny 0il oompaniés have marvd ous
salvagé programs -- t0 gpeed it up and 1f you dpn't have a -
salvage‘committee, appolnt one and give the chairman of that:
cammitteé some éuthority and let's go over every ineh of évary
property and every warehoﬁse and let's look twiee, If it is

serap, or dormant sorap, it is the Mesabl iron range, and we

can use that Mesabl iron range because of its condition now,




(o0

101

.Thig is a long-term job because we have some new ;aerjim
tles coming in in July, additional facllitles coming inin
January, additional ones next year in July, and in 1953 an
additional three million tons of purchased scerap will @e
required, |

To get this over-all job done, we want to ask you as
individuals and members of the Counecil to give thig your
very careful consideratidn and‘set up a type of program withiu
your regpective comﬁanies that will bring this scrap in and
put it.into material supply lines at the earliest possible
date, | : o ‘

The government itgelf, through the military'and at the
request of Seeretary Marshall, is combing every property;
all the railroads are combing tﬁeir prorErties; all publie
utiliﬁlas; ell mines. We are making evéry effort to get

serap out of the South Pacific, out of Korea and out of

Kurope. We are not leaving & stone unturned to provide

thege raw materials,

Having beén'aggociated with the petroleum industry for
25 years, I think I can gsafely say that when you know what
ig reguired, why the requlrement is necessary; you will
proceed to meet that requirement most effiwlently,

Thank ﬁou.

(Applause, )

IR, SﬁELLY: 1 wonder if the gentleman_would explain
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the method of selling this scrap?

MR, GREBB: The sales ghould be madg through normal

channels, the scrap dealers who have the equipﬁent to

- properly prepare this scrap to the specifications of fhe
mills and foundries and indeed their facilities are sexcelleunt
at this tiwme for that pﬁrpose.

MR SKELLY: Could we gét tubular goods from them? You
have to go through those particular dealsrs, 1ls that right?

MR, GRZBB: Yes. |

MR, SKELLT;‘ You have to take what they will pay you for
the serap, 1s that the idea?

MR, GREBB: Yes; the price Of scrap has been pegged
by the Office of Price Stebilization,

MR, SﬁEiLY: What is 1t now?

MR, GﬁEBB: By comparison with thq lagt world war it is
slightly over double, number one heavy melting, Pittsburgh,
ig $4b, Pacifie Coast $45, and basie points have been set up
and the schedule all arrahged for all ofrthe accoptable gradeg
by mills and foundries, | |

MR, SKELLY; You can't work out a scheme whereby if you
sell to the sérap man in your territory, if you know him
pretty-wull, gee, you can't work out a deal where he will
return that to some stesl company that supplies you pipe
and get a littls extra of this conversion pipe. .

MR, GREBB: With respect to my position, that is'only
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bringing the scrap to the dealer,

In the Steel Division they have a scrap unlt, The
scrap unit there i1s charged with the responsibility of
allocating scrap to mllls in order to Keep everyone running
but not for the purroge of eiehgnge, barter or otherwise.

MR, SEELLY; That elears it up because I have-heard.
it sdid that you could trade with the steel companies if you
wanted to get a little eﬁtra conversion pipe from them,

MR, GREBB: That, gir, I am not acquainted with,

CHAIRMAN HALIANAN: IMr, Brown, that concludes the presen~
tation by your starfe |

MR, BRUCE BROWN: Yeg,

REPORT CF COMMITTEE ON LIQUEFIED PRTROLEUM GAS

MR, WARREN: I really thought ﬁha Secretary came in
here to learn a little more about that fast growigg winter
demand for liquefied petroleum gas.

The Committee on Limefied Petroleum Gas, approinted to
make a gty of the demand for liquefled petroleum gas by
states fof the mbnths of December, 1950 and January, 1951, -
has completéd ité assignment,

A gummary of the study is attached, Upon representation
that the need for the data was too urgent to swait formal
presentation tﬁ he G@uneil at this meeting, a preliminary
draft of the .survey aiready‘has been placed in the hands of

the Supply and Transportation Division of the Petroleum
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Adminigtration Topr Defensé.
| While the summary spealks for‘itsalf; the committee
would like to make certain explanations and cbservations,

The original agsigument called for a sgbtudy of "demand"
by states in the two montha., In aubsequent discugsions with
members of the Supply and Transportation Hvision of te
Petroleum Adminigtration for Defenae, it was pointed out
that the severity of the weather in those two months erecated
such a current shortage of liquefied petroleum gas that any
attempt to obtain demand figures from sﬁppliers undoubtedly
would result in such a duplication of gallonage figures that
the survey would be of little actual value, It was agreed
that the most logical approach would be to request suppliers
to furnish infovmation on the basis of shipuents into des-
tination states,

4 questionnaire bearing no identification other than a
code number was malled to 145 suppliers, with the request
that the data be sent direct to Councll headguarters, to the
attention of Mr, iames V. Brown, The Committee is indebted to
Mr, Brown and his staff for undertaking the confidenﬁial and
tedious task of compiling the Tigures and preparing the
sumaary.

The commfttee is pleased to report that 115 replies were
received; algo that a majority of the 30 who did not reply

apparsntly neglected to do so under the impression that a




105

ml2 . . .
reply was not necessary gince theoy made no direct ghipmsnis,

The summary includes the figures of every direct suppliar of
liguefied petroleum gas ln any appreciable quantity to whomn
e questionnaire wag sent. |

Mr, Chairman, I move the adoptlon of this report.

(The motion ﬁas seconded, )

CHAIRMAN HALLANAN: Are there any questlions?

MR, WARRIN: To relieve your mind on this gasoline
rationing, we would he very happy,in the summertimg par-
tleularly, to furnish the demands of propane for any buges
or cars in your district.

MR, MAJEWSKI: You are already doing it,

CHAIRMAN HALIANAN: The question is on the report sub-
mitted by Mr, Warren, All in favor signlfy by saying "Aye."
Opposed, "No,"

It 1s so ordered,

Gentlemen, at the last meoeting we appointed a committees
in regponse to a request of the 0il and Gas Division on
the materials and chemiecal requirements of the oil and gas
industries, The chalrman of that committee isg Mr. Reese H.
Taylor., An interim report was submitted aud because or the
urgency of the subjecﬁ that was under investigation that report
has been sent to you under confidential notation,

Mr, Taylor, will you at this time present the report

to the Council for final action?
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’ REPORT OF THE COMMITTER ON MATTRIALS AND CHEMICALS
REQUIRLMENT'S OF THE OIL AND GAS INDUSTRIES
Mr, Taylor, In response to thalrequest contained in
 the ietter from the Unlted States Department of Interior
dated December 1, 1950, signed by M. A, Stewart, Director of
the 011 and Géerivision, addregsed to the Chalrman of the
National Petroleum Conneil, and the further indication from
the Director of Materials and other repregsentatives of the
Petroleun Administration for Defense, at the meeting with '
this comuittes on January 31, 1951, lists of materials and
chemicalé in short supply, in prospective short supply and
by segments of the oil and gas industries have been compllied,
based on & survey by each of the subcommlttees, and mgde_part
of this repory, "

The assignment t0 this oommiﬁtee to study the materials
end chemicals reqﬁifements excluded steel, inasmuch as
another committee of the Council is covering the petroleum |
Industry steel requirements,

In view of the studles contemplated by the Petroleum
Administration for Defense, the present study of materisls
and chemicals requirements of the oil aﬁd gag industries
was limited to a determinaetion of items in ghort supply and
in prospective short supply.

The lists as compiled are as follows:

Seetion I - List of Critlcal Materials in Short Supply.
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ol Section LI - List of Critical Materials in FProspectlve
Short Supply.
Subgection I - IList of Criticael Materials in Short
. Supplj'by Uivisiong of the 0il and Gasg Industries,
Subsectlon II - Ligt of Critieal Materials in Prospective
Short Supply by Dilvisions of the 0il and Gag Indugtries.
CHAIRMAN BALLANAN: Gentlemen, this report has been in
your_hapds for some weeks, It was not relemgsed for publicaw
tion and;;t is~befdre;§he committee for its approval,
Mr..Taylor, you move the adoption of the report?
MR, EAYLQR:' I so move,
CHAIRMAN HALTANAN: All in févor indicate by saying "Aye."
Opposed, "No, " |
The report ig adopted.
The Committee on Synthetie Liquid Fuels Production
Costs,
REPORT OF COMMITTEE ON SYNTHETIC LIGULD FUELS
FRODUCTION COSTS
Mr, RODGERS: There has been no meeting of the come
mittee on Synthetic Tuels gince the lagt interim report
submitted December 5, 1950, 'The subcommittee on synthetlc
fuels has continued to hold meetings, and 1 am pléased to'
report that considerable- progress has been attained in the
interim, despite the magnitude of the task. Our group has

included workiﬁg subcomnittees comprised of L2 members,
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repregenting somé nineteen companies, In addition, approxl-
_mately 85 engineers and skilled technical personnel have
devoted considerable time and effort to the subcommittae's.
activities,
In our previous reporti torthis comnittes, we advised

.you that we would endeavor to establish the cost of gynthestic
fuels as produced by three processés = ¢oal hydrogenation,
coal gasification and fuel synthesis, and shale oil refining,
In addition, for each of these basic processes, we would eg-
tablish the so-called first plant cost and the industry-wide
plent cost, that is, the average coat for the neceasary plants
ﬁe provide 250,000 barrels per day production.. And further,
that we would work up a present day.or_established cost,
that is, o@e based oﬁ presently developsd processes, and
secondly, a future or dptimistic cogt which would allow. for
possible technological research improvements which might be
forthcoming in the next five to ten years,

| 1t became evident, after several months of activity,
that the time and work involved in preparing‘each geparate
cage, obtaining the necegsary data from the Bureéu ;f Mines
and reviewing our results with the Bureau of Mings to clear
up any major differences, necessitated reducing the nunber of
cases to expedite the work, .The cages selecied for presgenta-
tion in the initial report,which we hope will be available to

the National Petroleum Council in September, include only the
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Tirst plant and indugtry-wide cases for the present day or
establighed coal hydrogenation and ghale oll procegses.
The fubture or optimlatic cases for thege processes and all
df the cages for the coal gasification and fuel gynthesis
proceSS'afe pregently deferred, but will be ineluded ine
second report, \

The,subcommittee work hag been divided amongz four working
committess -- Raw Materials, Process, ngineering, and

Economicg. The status of each committes's work istriefly

ag follows:

The Raw Materials group has essentially'completed its
asslgnment of establiahingrthe avalilability of shale and
coal fﬁr specific plant sites, and the cost and quality of
these raw materials, Bureau of Mines and NPA personnel are
egsentially in agreement on avallability, cost and aality of

0il shale and western coals, but the cost and quality of

‘eastern coals remains an area of disagreement, DIvery effort

is belng made to reconcile this difference, but it ls present-
ly qﬁ;stionable whether this will be aceomplished,

The Procass'Committee has eritically reviewed the Bureag
of Minés.pfocesses and industry processes mads availabie to
the Bureaﬁ of Mines for cdal hydrogenation and oil shale
operatidns, and has now completed its assignment of caleulat<
ing raw material requirements, equipment glzes, and sgo forth,

The Engineering Committee, whose funection it is to
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develop investment costs.for plants and all off-site
facilitieg, has its assignmept approximately fifty per cent
complete on the iﬁitial projects, It ls presently indicebted
that this phase of the work will be completed by July 15,

A newly formed Hconomics Committee was gset up during
the‘past month, Its funetion is t0 ‘aggemble and integrate
the data Trom the Raw Materials, Process and Engineering
groups to develop the final operating and investment costs
for synthetic fuel plantg, Thils group i1g currently making a
tegt or "dry run'" on the most nearly completed case, that is
the Rock Springs Coal hydrogenation case. It is hoped that
this group will finish its work by August 15.

The subcommittee bellieves that the time, manpower, and
energy being devoted to this enﬁire asgignment will provide
both industry and government with an authoritative evalua-
tion of the cost of produclng synthetice liguid fuels from
coal and shale;

I might sgay thet accﬁrding t0 schedule, it ils going to
be about September 15th befors we get in all the data, I
will then: expeet to have a meeting of the main committes
and I doubt 17 ﬁe can éat the report to you before October
firat, It may be a littlé later, I think there is a meeting
in October, is there not?

CHAIRMAN HALLANAN: Well, we are btrying to wmaintain a

sort of a flexible schedule this year, Mr, Rodgers,
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MR, RODGERS: I will try to get ib_ready for the Ceatober
neeting,
CHAIRMAN HALIANAN: Are there any questions, gentlémen,
in connection with Mr., Rodgers' reports
Do you move the adoption of the report?
MR, RODGERS: I so move.
(Motion seconded. ) |
CHATRMAN HALLANAN: All in favor lndicate by sayiﬁg
"Aye." Opposed, "No,"
It is so ordered.
7Admifal Biggs, this committes ig always interested in
hearing from you with respect to Lhe situétion regarding the
militaxry.
MILITARY REQUIREMENTS
;' ADMIRAL BIGéS: As I told you lagt tlme, you are gluttons
for punishment and you have certainly proven it this
afternoocn,
I would like to mention & couple of things which have
besn taken up here, |
The question of manPOWer, we have beaten 1t to‘déath for
the past year; Some of us have talked to the powers Hat be

as much like a Dutch Uncle as we could on the subjeet and we

think we are making progress.,

You will'notice in the newgpapers that there is such a

thing as a rotation poliey., It is beginning, we hope,to
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operate; very soon, aund we wlll rotate the reserve officers,
I know that the Navy is releasing gome,
| I agree with your need for some manpower outfit in

PAD; I algso agree with PAD that they are in no position to
establish it,

Inéidentally, I hope you will note that I have a new
title, I am now Chief of the Office of Petroleum Programs
of the Munitlong Board, among other things, It doesn't mean
anything, |

Now,; the facilitlies security business, we are very much
interegted in énd some bf us have been doing several outgide
loops on-that one, We haﬁg been working with the API commit-
tes, among other people, and throusgh various pieces of
sculduggory and other maneuvers and taking advantage of one
with Alton Jones' good uaﬁure, we have a gentleman tGagged who
is going to be our number one whipping boy in between my shop,
the Indusﬁriél Sécurity Division of the Munitlons Board, and
the Alr Force, Incidentally, the Air Force had been tagged
with the refinery job., Therse iy nobody else in the act as of
this morning,

This‘is under William Arboyd III. He is t0o be taken
in as soon as we get hig fingerprints, his past history and
his pbssible subversive attitude,

There is one other little buginess, My telephons has nch

yet burned dut by two transformers, but if any of you
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gentlemen want my asgistence on this personnel business, I am
still working at the same old stend, I have Army and Alr
Forece boys there to agsigt me and we might know the right
peoplse, Ve have been accused lately of knowing the wrong
ones,

T hore to go shead with something we have been trying to

do for a long time and that is trying to get a transportation

appreciation of this picture, I know Mr, Spencer has heen
hogtied pretty much, He has explained it to me in detail,

that 'all the things you might do on a trénsportation deal

‘hinges around the fact that you suddenly take thet trasporta-

tipn systen, turn it completely around 180 degrees an@Jexpect
it to work overniéht. It won't do it, unless'you know
ahead of time what kind of a gyro yoﬁ are golng o0 set end
that gyro islset by the milltary requiremEnts.

I have in my shop at The present moment ~=- and I hopé
no one hag logt 1t -- the requireménts of the military depértw
ments on a certaiﬁ thing, by areas, by districts? and if we
can put them together and get at least a morganatie marriage-
we will be able to furnish MT.-Burrill and Dene Hodges'! uniltg
information that herstofore they have been unable to extract
from me, Don't bhimk they haven't trisd.

wa, wé get down to a lit£le family affair, Gentlemen,
I need 520,000 barrels of gasoline, motor gés, 80 octane,

combat gasoline, on the west coast to he ghipped prior
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t0 the 30th of June and I would like a contract by ten
ofcloék in the morning wlth no eonditional clause at the
bogtom, |

Thank you very much,

{Applause)

That was rather cryptic and so intended, but the poiht
of the matter is, gentlemen, that all of our contracts
were used up on the first of May fo? motor gaseline,

We have no objection td the proposition that you put
the blte on PAD for.tetraethyi lead, but, as I told ym
previously in 19%6, I think it was, as i remember it, we were
having a little trouble with A at thet time and I informed
the boys up in the API, "Gentlemen, I have called the
department two or three times aﬁﬂ go far nothing has hoppened,
Now, I dou't mind your using me as a perfectly beautiful in-
strument -- we couldn't get Navy speelal fuel at that point «-
but let's get down to brass tacks, i.know it and you know
it, Let's admit it and behave ocurselves. The only bthing I -
want 1s Navy speecial fuel oil,”

Now, at this particular moment, all I am interested in
is getting four carzoes of motor gasoline, motor zasoline,
80 octane, before the 30th of Juné,

Now, our gtorage in a rether critical ares is only

slightly in execess of thirty daya supply and in that par-
ticular outfit, the supply at the present time, the storage,
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is not full, It is thersfore vital that we get that par-

ticular item right away.
Now, for our next six ﬁonths, we have some requirements
- which Captaln Tripli wlll go over in the next few minutes,
of how much we wanﬁ in the next six monthg, and remember,
gentlemen, we can't glgn a conditional conbract,
MR. BRUCE BROWN: You object tﬁ being used as a club
to whip PAD? |
AbMIRAL BIGGS: I reserve the right to work over Mr,
Brown‘and LD "on me own tenms."
| I don't say you are using me directly that Way,‘but the
faet remaing that I might -; and don't anybody get insulted |
‘about this -- I don't mind having a fast ons pulled past my
noss, I more or less admire the guy who can do'it,,but I
Vcertainly hate to have my intelligence insulted,
CHAIRMAN HALTANAN: Is Captain Tripl here?
Genblemen, I desire to pregent Captaln Tripl, Executlve
Officer of the 4rmed Forces Petroleum Purchasing Agency.
(Applause. )
CATTAIN TRIPE: Unwittingly, gentlemen, I am the éurtaine
ringer, I am sure that was quite éccidental. .
The other day my administrative officer came in tosgee
me and he qulte proudly announced that for the quarter
January through March 31st, our machine shop had putb ui

1,340 pieces of peper. Well, I am going back to show him
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he is a piker,

Gentlemen, L don't have too much.to say. #dmlral Blggs
didn't tell you that I didn't know I was golng to talk, but,
of course, ho hag great faith in me and agsumes I have some
facts at my Tingertipa, I still don't know what,Iam.going.
to0 talk about,

When My, Brazell talked 1 had a guestion ready, bub
Admiral Biggs covered that,

As Exeoutlve Offlcer of the agency, I Teel that because

of your wonderful efforts and the industry{s efforts, and

PAD's efforts, that I owe you a short account of our steward-

ship and what we hked done with the help you have given ug,

You will recall lagt fall when Admiral Biggs made an

- impagsionate plea to you -~ I think his exact words on the

100-130 gituvation were, "All terminals depleted; all drums
decanterad,” |

Well, the piﬁture is quite different now, We are in
rretty good shape, Our aviation gas, we have about ninety
days' supply. I won't state it exactly ninety.days; meyhe
it is more or less,.iﬁ all deponds on what goes on over there,
what the operations are,

Jet gas, we have about a ninety dayfsupply. 'Navy special,
by the end 6f this month we hope to have our texminalsufull.'
On diesel we are in fine shape,

I now come to combat gasoline, We are in rotten shape
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on that, gentlemen, and we need help aud we need help right

away,

We have a 1ifting scheduled from the west coast on May
20th., Ve expeqted to make that from a ¢ommitment with one
of the compinies on the west coést. Unfortunately, that sghip
is not goivz to sail on time, It has already slipped and
we can't afford to let it slip much more.

We bnd another lirting schedule for May 30, ag well asg
for June 18 and June 25, Those vessels must be met with
produce, There is no yes or no or maybe about it, We have
to have that produce because,as fdmiral Biggs said) "there is
Just a little more than a thirty day supply out there and I
an sure that you don't want us or Gensral Ridgeway or any-
body else to ask'thirty or thirty-five days from now why
they didv't pursue the Reds further north or why they
couldn't retreat fast enough. I don't know what they are
going to do,

In my falks with the represéntatiﬁes of the compenieg,

I ave heen very disséﬁisfied because we have been given noth-
ing concrete, Yes, you can have the.motor gagoline, the combat
gasoline, "if" we get the lead from PAD,

Now, the Industry and PAD is evidently having a f;hily
fued, or wé are trying to be used as a lever, I don't know
what, It doegn't matter, We are not interested in that.

All we are interested in is Lhat gasoline and we have got to




have it,

That is all, gentlemen, Thank you,

(Applausae, }

CHAIRMAN HALIANAN: Centlemen, I would like to request
the chalrman of the Agenda Committee, Mr, Jacobsen, and
the chairmen of these special committees who have reported
thig afternoon, to rémainwith ne hefe a few minuteg alter

the adjournment of the Council in order that we may meetb

the representativeg of the press for a very brlef session,

Mr, Stewart, you.have recpived,here thig afternoon a
number of édmmittee reports déaling with the range of gubw
Jocts which was requested by you as Dirgotor of the 0il and
Gas Division. Would you care to comment at this time as %o
the raporté and the adequacy of them or whether or not they
f111l the desgires?

MR, STEWART: Gentlemen, T don't think T am in a position
to comment yet on the suffielency or adequacy of the reyports
as presently submitted,

I want to make this comment, though, that you and your
comnittee Tully deserve the ubmost expression of our
appreaiation for the immensge amount of work that you hanej
already put out on a number of these questions which are'-
broad and require a tremendous amount of wofk.

I am very much impressed with the interim repoft by Mr;

Rodgers on the synthetic fuel sbtudy. I have been trying to
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follow that from time to time, It has proven to be a
tremendous job, Some of these other committees did a
tremendous amount of work,

As we zet a chance o0 study these luterim reports as
submitted, we may have additional guestionsg or information
that we may want to get, but as of now and with the hour as
late as it is, I simply want to express my own appreciation
and thé appreciation of our entire group for the tremendous
amount of work you fellows have done and the gpeed with which
you have tied into the job.

Thanx you,

(Applause., )

CHATIRMAN HALIANAN: Mr. Russel Brown, do you have
anything to submit? | |

MR, RUSSEL BROWN: There has been no supplemental work,

CHAIRMAN HAIIANAN: Is there any informal report to
make? |

MR, RUSSEL BROWN: There ig one or two things that might
be helped if wec could get an 1dsa of how you are treating
somethinzg, You have given us recommendations on 0ll country
goods, There is a lotlof diSturbance’about other supplies
and what your positionm is on that ag a claiming agent, For
instance, a lot of folks say, “"Thers is no use in our drilling
wells if we can't move ‘the oilr"‘ Some of Gthem are getitlng

tied up pretty badly, I think, because of the tfansportation.
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I wondered 1if you could make any stabement as to your
claiming position ag to the other gteel, I get a lot of

quegtiong ébout that .,

MR, BRUCE BROWN: Our claiming pogition is good, Howsver,

it has been indicated that no declisions have been made,

What we are going to have to do, I think, is, in
addition to igsuing theorder, we will have to start to
igsgue priority papers sometime, We are going to have to
lggue priority paper to get some transporbtation projects
done, Tuere 1s no sense having them all laylng around half
fin;shed. We will have to work out gome mechanlans throﬁgh
which a man who has drilléd an oil well or a gag well can
connect Ho some transmission system or existing gathering
line, |

It is just on the list of things that haven't bea
accomplished yet, We can't do too much about it until we
know what the kitty is,

We have been promised knowledge of what the fourth
quarter allotment requirements will be, Soms day they are
surelﬁ going £o gome through with it, Irank thought it might
be Ghis afternoon.or tomorrow, We thought that last week,

I said, "For Heaven's saké, tell us today so we ean
tell the Council," but we don't know yet., It is just a
terrific problem, However, we fully recognize, all of_us

in all branches of PAD, that we have to get the small
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dilameter line plpe tc the people who need it to conuccl the
wells that theyrhave produced, with some method of getiing
away the producﬁ,

Our first problem, as far ag line pipe is concerned,
is to go to be connected up with existing trangportation
facilities rather than build new transportation facilities,

CHAIRMAN HALIANAN: There are a number of other gqueg-
tlons, but they are not ag serious,

‘Gentlemen, sinée the firét ¢f January, 1 think we are
all conécioug of the faoct that we have,as a Council, been
traveling through unchartered seas., We have been continuing
as a Council at the request of the appointed power, the
Secretary of the Interior, and in traveling bhrough this
area of the twilight zone, I want to take this opportunity
to expreés ny appreciation and gratitude %0 the cooperative
efforts of two members of this Council who heve also gerved
as consu1tants in the organizaﬁion of the Petroleum Defense
.Couneil, Those twb members are Major J, R, FParten and
Howard Marshall,

(Applause.)

CHAIRMAN HALILANAN: While we have been gding through
this ares=, iﬁ-has been my privilsge to talk over various
matters,in relation to the continuance of thlsg Council with
them., They have been here with a great determination to see

that this Gouncil continued on the same basis that it has
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worked on since 1t was orgenized back in 1946 and they have
boen effesctive spokeamen in what I believe is an important
situatlon for tha whole petroleum industry.

I would like for us to take just a momsnt or two -~

I want to call on Major Parten and then Mr, Marshall,

Major Parten,

MAJOR PARTEN: Thank you very much, I feel that I have
done very little around hére to help Bruce and Justin and
Sscretary Chapman in this situvation with Justles which has
caused a great deal of confusion,

I will say this to you, that as Bruee and Justin
have alreaedy seid, when Howard and I get throuzh with this
one, we can go home, We are 1ooking'forward to that with a
great deal of pleaéure, |

CHATRMAN HALIANAN: Howard, may we call on you?

MR, MARSHALL: All I would want te do would be
punctuate and emphasize what J, R, has already said,

CHATRVAN HALLRNAN: Gentliemen, I desire to present at
thié time Mr. Justin Wolf, who is General Counsel of the
Patroleum Administration for Defense, and who has been
very mnuch concerned about the same problem, '

Mr, Wolf,
(Applause.)
MR, WOLF: After listening to Mr, Parten and Mr, Marshall

there is very little I can add except one statement and one




m30

123

ouly and I will make it just as brief as I ﬁossihly can,
There won't be any relaxing on this problem, |
(Applause., ) o
CHAIRMAN HALIANAN: Gentlemen, thabt concludes our

agenda, unless under the head of new businass'any member of

the Council desires to bring some further subject to our

attention,
(Move for adjournment was made, )
CHAIRMAN HALLANAN: A1l in favor signify by saying

”Aye. Opposed, :7N°°|!
The Council gtends adjourned,

(Thareﬁpon, ab 5:30_p.m., the meeting adjourned, )






